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REPORT OF THE PRESIDENT OF THE COMMODITY 
CREDIT CORPORATION, 1947 


Unitrep Statns DeparTMENT oF AGRICULTURE 
Washington, D. C., October 20, 1947. 
Hon. Curnton P. ANDERSON, 
Secretary of Agriculture. 
Dear Mr. Secretary: I present herewith the report of the Com- 
modity Credit Corporation, for the fiscal year ended June 30, 1947. 


Sincerely yours, 
JmssE B. GILMER, 


President, Commodity Credit Corporation. 
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The Commodity Credit Corporation, organized in 1933, has engaged 
in five general types of activity: (1) Price-support programs; (2) sup- 
ply programs; (8) foreign purchase programs; (4) commodity-export 
programs; and (5) subsidy programs. 

From its organization in 1933 to late in 1939, the Commodity 
Credit Corporation was managed and operated in close affiliation with 
the Reconstruction Finance Corporation. In 1939 the Corporation 
was transferred to the United States Department of Agriculture and 
its operations were placed under the supervision and control of the 
Secretary of Agriculture. 

The Secretary of Agriculture is Chairman of the board of directors, 
which has, in addition to the chairman, seven members. ‘The officers 
of the Corporation include a president, four vice presidents, a con- 
troller, a treasurer, and a secretary—all officials in policy-making 
positions in the Production and Marketing Administration. 

In 1938, Congress authorized the Corporation to issue and have out- 
standing bonds, notes, debentures, and similar obligations in an 
amount not to exceed $500,000,000. This authorization has been 
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increased from time to time and the Corporation is now authorized 
to borrow $4,750,000,000 on the credit of the United States. 

There follows a brief review of the major activities of the Corpora- 
tion during the 1946-47 fiscal year as reflected in financial accounts 
and statements. 


PRICE-SUPPORT PROGRAMS 


Congress has authorized price-support programs for a wide variety 
of agricultural commodities. But because of differences in the legis- 
lation passed at different times, the programs that may be carried on 
by the Corporation must be grouped in three general categories: 

1, Prices of “basic”? commodities—corn, wheat, rice, tobacco, and 
peanuts for nuts—are supported through mandatory loans at 90 per- 
cent of parity. The price of cotton, also a basic commodity, is sup- 
ported by loans at 92% percent of parity. These rates will be main- 
tained through December 31, 1948. 

After that date, if no further legislation is passed in the meantime, 
price supports for these basic commodities will revert to prewar levels. 
The prewar levels, under the Agricultural Adjustment Act of 1938, 
range between 52 and 75 percent of parity. This same legislation 
also authorizes loans to producers of any other agricultural commodity 
at rates to be determined by the Secretary of Agriculture. . 

2. Section (4) (a) of the Act of July 1, 1941, as amended—the 
Steagall Amendment—requires price support at not less than 90 per- 
cent of parity or comparable price for the nonbasic commodities for 
which the Secretary of Agriculture, by formal public announcement, 
requested an expanded production for war purposes. The Steagall 
commodities include hogs, eggs, chickens over 3% pounds live weight, 
turkeys, milk and butterfat, dry peas of certain varieties, dry edible 
beans of certain varieties, soybeans for oil, peanuts for oil, American 
_ Egyptian cotton, potatoes, and sweetpotatoes. The support rates, as 
in the case of the basic commodities, will be maintained through 
December 31, 1948. 

3. Section 4 (b) of the Act of July 1, 1941, also provides for price- 
supporting operations for other commodities. Under this legislation, 
supports have been provided for wool, cotton linters, naval stores, 
seeds, sugar beets, sugarcane, and other commodities. 

Acquisition of price-support commodities and price-support loans 
made during the fiscal year totaled $683,767,237. Because losses 
sustained on potatoes, wool, dried milk, hemp, Puerto Rican cotton, 
hay and pasture seeds, and rosin more than offset gains on other 
commodities, principally cotton, a net loss of $42,784,596 was sus- 
tained during the year. 

The Corporation inevitably runs the risk of taking losses on its 
price-support operations. Some commodities, such as grain and cot- 
ton, can be stored for years or until such time as it is feasible to disposé 
of them. But perishable commodities, such as potatoes, eggs, and 
the like, must be disposed of im a relatively shorter length of time, 
regardless of whether the market is favorable or unfavorable. 

Existing legislation, in general, prohibits the disposition by the 
Corporation of farm commodities at less than the parity or com- 
parable price prior to December 31, 1948. There are exceptions, 
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however. Disposals may be made below the parity or comparable 
price if the commodity has substantially deteriorated in quality or if 
there is danger of loss or waste through spoilage. Wheat may be sold 
for feed at not less than the parity price for corn. Commodities may 
be sold below the parity or comparable price if sold for seed or for new 
or byproduct uses, or, in the case of peanuts, for the extraction of oil. 
Surplus potatoes of the 1946 crop could be sold below parity to United 
Nations Rehabilitation and Relief Administration, foreign govern- 
ments, and the Army for relief purposes. Any farm commodity may 
be sold for export at competitive world prices, if such sales will not 
result in a domestic shortage. 


THE SUPPLY PROGRAM 


The Corporation during 1946-47 purchased vast quantities of food- 
stuffs needed for postwar relief, and for requirements of foreign 
governments. Under this program—the so-called supply program— 
the Corporation procured agricultural commodities, foods, and re- 
lated materials for United States Government agencies (principally 
the Army and Navy), foreign governments, UNRRA, the American 
Red Cross, and other similar organizations. 

There is a very close relationship, economically, between price- 
support programs and supply programs. Commodities purchased for 
price support may be used to meet supply requirements, and purchases 
for supply needs effectively support domestic prices. 

It is the policy of the Commodity Credit Corporation to carry on 
its purchase operations for supply programs in such a way as to 
assure the United States against losses. Congress also has taken 
action to make sure that the Corporation will not suffer losses on 
supply activities for other Government agencies. Under existing 
legislation the Corporation must be fully reimbursed for services per- 
formed, losses sustained, and operating costs incurred on commodities 
purchased or delivered to or on behalf of any Government agency, 
from funds of that agency. 

Acquisitions of commodities under the supply program in 1946-47 
totaled $1,168,520,455. Net program results showed a gain of 
$33,585,715. | 

FOREIGN PURCHASE PROGRAM 


The Commodity Credit Corporation is authorized to purchase 
abroad certain needed commodities. Sugar and fats and oils were, 
by far, the most important single commodities purchased by the 
Corporation during 1946-47, although some rice and other miscel- 
laneous commodities were bought. 

Acquisitions of foreign commodities during the 1946-47 fiscal year 
totaled $382,044,014. A net gain of $20,871,948 was realized, 
principally through an increase in market prices. 


COMMODITY EXPORT PROGRAM 


Expansion of the export market has been a prime objective of 
American agricultural policy. In keeping with that aim, the Commod- 
ity Credit Corporation is authorized to export or cause to be exported at 
competitive world prices “any farm commodity or product thereof,” 
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provided the commodity or product is not in short supply and provided 
that the export program will not create a short supply. Because 
world prices are generally lower than domestic prices, disposals under 
this authority result in a loss to the Corporation. Activities under 
the commodity export program were limited to cotton and a very 
small quantity of wheat during the 1946-47 fiscal year, and losses 
sustained totaled $19,226,533. 


SUBSIDY PROGRAMS 


During the wartime emergency period, producers’ costs were fre- 
quently too high to maintain adequate production under price ceilings. 
To permit the sale of agricultural commodities under the ceilings, and, 
at the same time, to guarantee producers a fair return, pursuant to 
directives of the economic stabilization director, the Commodity 
Credit Corporation engaged in various subsidy programs. In general, 
these programs provided for payments on or purchases of commodities 
that were resold at a loss, and during the past two fiscal years were 
subject to certain congressional limitations. 

Sugar was the only commodity on which a subsidy operation was in 
effect as of June 30, 1947. A gain of $22,364,160 was recorded during 
the 1946-47 fiscal year on subsidy operations. This resulted from 
recoveries of amounts previously paid and downward adjustments 
during the year in the liability accrued under such programs. The 
gain recorded during the year is in marked contrast to the losses of 
$845,102,114 sustained in the 1945-46 fiscal year. ; 


MISCELLANEOUS AND UNALLOCATED PROGRAMS 


Certain program gains and losses not elsewhere classified, most of 
which represent adjustments to prior-year activity, include accounts 
and notes receivable charged off, peanut-seed notes, peanut equipment, 
grain-bin operations, and fiber-flax program charge-offs. Net losses 
of $214,494 were sustained. 


NET FINANCIAL RESULTS 


The Commodity Credit Corporation showed a net gain of 
$203,727,019 transferred to surplus for the fiscal year 1947. This 
gain reflects the charge as of June 30, 1947, of losses of $59,950,696 
on price-support programs to the Reserve for Postwar Price Support 
of Agriculture. Before this charge, the net gain of the Corporation 
during the year was $143,776,323. 


COMMODITY INVENTORIES 


At the beginning of the year, the investment in commodity inven- 
tories was $651,373,036, and reserves for estimated losses on liquida- 
tion amounted to $53,152,071. During the year acquisitions of 
commodity inventories aggregated $1,956,541,476, and sales and other 
dispositions amounted to $2,303,277,051. Inventories with a book 
investment of $447,898,188 were on hand as of June 30, 1947, and 
estimated losses on these inventories, recognized by valuation reserves, 
totaled $78,452,444, the net book value thus being $369,445,744. 
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Table 1 shows the major items in inventory as of the end of June 
1947 and the change since June 30, 1946, in the make-up of total 
Inventories. 


Table 1.—Investment of the Commodity Credit Corporation in 
commodity inventories as of June 30, 1947, and June 30, 1946, 
and net change during the fiscal year 1947 





June 30, 1946 June 30, 1947 
aye SLan es 
scal year 
Tiem Per- Per- | 1947 (in- 
Investment | cent of | Investment |cent of| vestment) 
total total 
Dollars Percent Dollars Percent Dollars 
OO beres 2. oe oa 243, 415, 676 37. 4 | 229, 935, 958 | 51.3 |—13. 479, 718 
General supply !___| 161, 231, 733 24. 7 70, 181, 822 | 15. 7 |—91, 049, 911 
Peee es kee ees 908, 991 Ml 48, 403, 326 | 10.8 |+47, 494, 335 
UCT ane Sry, BS 53, 244, 857 8. 2 43, 559, 063 9.7 |— 9, 685, 794 
Sugars ft Tt 1, 975, 589 ne 20, 410, 161 4.6 |+18, 434, 572 
Fats and oils_____- 12, 629, 197 2.0 10, 385, 880 2.3 |— 2, 243, 317 
Pried- milk... 0 0 9, 970, 013 2.2 |+ 9, 970, 013 
Cornea cy ot ea 14, 446, 883 242 6, 906, 552 1.5 |— 7, 540, 331 
WOLLbOU soe ad ke 140, 885, 374 21. 6 1, 180, 556 . 3 |—139, 704, 818 
Oilseeds -2-.-...5. 4, 576, 289 7 1, 249, 185 .3 |— 3, 327, 104 
GOETH i Se 18, 058, 447 2.8 5, 715, 672 1.3 |—12, 342, 775 
POG er 2 651, 373, 036 100. 0 0 |— 203,474,848 


447, 898, 188 |100. 


1 General commodities purchase program, June 30, 1946; general supply pro- 
gram, June 30, 1947. 


RESTORATIONS OF CAPITAL 


The financial statements of the Corporation as of June 30, 1946, 
the beginning of the fiscal year 1947, showed a deficit of $1,749,120,117. 
On July 25, 1946, restoration was made of $921,456,561 of this capital 
impairment, pursuant to Public Law 519, Seventy-ninth Congress. 
This restoration was based on the appraisal by the Secretary of the 
Treasury of the assets and liabilities of the Corporation as of June 
30, 1945. Adjusting the deficit as of June 30, 1946, by this amount 
left a deficit of $827,663,556 to be accounted for. The appraisal as 
of June 30, 1946, established the capital impairment of the Corpora- 
tion at $641,832,081, and this amount was restored as of May 26, 1947, 
pursuant to Public Law 76, Eightieth Congress. 

The difference between the deficit as reflected by the statements 
of the Commodity Credit Corporation as of June 30, 1946 (adjusted 
for the restoration on July 25, 1946) and the deficit as shown by the 
appraisal report was primarily a reflection of the treatment of certain 
items as earnings instead of as liability reserves, the reserve of 
$178,697,602 for losses on the general commodity purchase program 
being the major item. The difference between the adjusted deficit as 
of June 30, 1946, and the restoration of capital on May 26, 1947, was 
$185,831,475, this amount representing the unrestored impairment. 
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INCOME AND EXPENSE FISCAL YEAR 1947 


The income and expense for the fiscal year 1947 are shown in the 
accompanying statement. 


Statement of income and expense, fiscal year 1947 


I. Income and expense—general: 
1. Loan and miscellaneous in- 


come: 
(a) Interest on loans_-_---_- $1, 905, 676. 32 
(b) Other interest income -- 3, 646, 033. 34 
(By Ouler income. os ote. 58, 366. 10 
(d) Total loan and miscel- 
IANCOUS INCOME w,7. ok Oe eee ee eee $5, 610, 075. 76 
2. Expense: 
(a) Interest on borrowings- *$6, 204, 257. 85 
(b) General overhead ex- 
pefise (So 285 ee bt 2 *11, 138, 957. 16 
(c) Other expense______-_-- *120, 459. 37 
(d) Potal expense ve: te bo 2 Se ae *17, 463, 674. 38 


Netincome (or ex- 
pense*)-ceneral= 2. 2 Soot ee ek. Ae *11, 853, 598. 62 
II. Program gains or losses: 
1. Purchases and sales opera- 
tions: 
(a) Sales of commodities___ $2, 303, 277, 050. 76 
(b) Cost of sales_.______-- *2, 262, 932, 854. 74 


(c) Net gain (or loss*) on 

Saleg le See A ee ee ee 40, 344, 196. 02 
(d) Provision for producers’ 

equity ingcotten.pogls. 2 2a eae oe *3, 539, 677. 37 


(e) Adjusted gain (or loss*) 
on salega. LN ae, SO eee 36, 804, 518. 65 


2. Direct losses: 
(a) Direct subsidies_.____- $12, 982, 399. 16 
(b) Export differential_-___- *19, 226, 533. 00 
(c) Price support payments_ *18, 128, 164. 55 
(d) Wheat set-aside pay- 
menteeu lit 4 feu *374, 858. 03 


te)y total direct losses, Ue ee ae ee *24, 747, 156. 42 
3. Charge-offs: oe eee | 
(a) Jats tes 28 te WELT *$610, 965. 43 
(b) Accounts and notes re- 
eivable oe eee ee *470, 5382. 14 
(Co) Other sn eee Pe *21, 865. 33 





(d) ‘Total charce-offeru. 125 Pia a ae ee *1, 108, 362. 90 


4, Other program costs and ad- 
justments: 
(a) Grain-bin program_---- $721, 068. 75 
(b) Miscellaneous: 
Ay Gaitigs tees ee we 3, 608, 955. 42 
Dee LIOSHES 2h eae gt *6§82, 823. 39 


COMMODITY CREDIT CORPORATION ¢ 


Statement of income and expense, fiscal year 1947—Continued 


Il. Program gains or losses—Continued 
4, Other program costs and ad- 
justments—Continued 
(c) Total other program 
costs and adjustments. 4 = Od TO Dies £ 3, 642, 200. 78 


Net gain (or loss*) be- 
fore adjustment of 
Reserves 229 OE, £5 ee eed 14, 596, 200. 11 


lability reserves: 
(a) Reserve for losses on 

AURIS Loe es. Wty RS *$11, 367, 150. 19 
(b) Reserve for losses on 

accounts and notes re- 


Celvable: i. tas er ae *996, 357. 03 
(c) Reserve for losses on 
commodities owned _ ____ *25, 300, 372. 56 


(d) Reserve for general 
commodities purchase 
PIOETHit 4-4 ee ee Bay 178, 697,601.59 141, 033, 721. 81 


Net program gains (or 
losseat ete? Se LL EE eS ORR oie Ke 155, 629, 921. 92 


III. Net gain (or loss*) before charge to 
reserve for postwar price support 


OP aoTICU GUT 2 OL ees OTIO’ 6h AP Rae Oy SOP 148, 776, 323. 30 
IV. Charge to reserve for postwar price 
Supporto: aericulttirel Ol 10 Sau eIoe Do A Pe 59, 950, 695. 59 


V. Net gain (or loss*) transferred to 
SULDIG oe se ee | a A eee ee eee 203, 727, 018. 89 


Notre.—All amounts reducing income or increasing expenses or losses are desig- 
nated by an asterisk (*). 


DESCRIPTION OF ITEMS SHOWN ON STATEMENT OF INCOME AND EXPENSE 


I. Income and expense—General: 
Interest on loans: 

This classification includes interest collected plus a small amount 
of interest accrued on loans to cooperatives. Interest on out- 
standing loans is not collected periodically but only upon repay- 
ment of loans. Upon the redemption of pledged collateral, the 
borrower pays interest at 3 percent on the loan plus charges paid 
from the date of the loan or advance. In the interest income 
account, the Corporation reflects interest collections at the rate of 
3 percent for the period it has held a loan and at 1% percent for 
the period the loan was held by lending agencies. The 1% percent 
previously paid to lending agencies and reflected as “interest 
purchased’? when the Commodity Credit Corporation purchases 
loans is credited, upon collection, against the interest purchased 
account and therefore is not taken up as income. In addition to 
the interest collected directly by CCC, lending agencies remit to 
the Corporation half of the interest collected from borrowers when 
loans are repaid while held by such lending agencies. 

Other interest income: 

Interest at 3 percent accrued on the amounts due in connection 
with the export of cotton to Japan and Germany represents the 
major portion of the amount under this classification. Interest on 
miscellaneous notes and claims is also included. 
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I. Income and expense—General—Continued 
Other income: 

This classification includes various receipts not allocated to 
programs. 

Interest on borrowings: 

This item includes the interest accrued on the interest-bearing 
notes held by the United States Treasury and on the borrowings 
from private lending agencies, mainly commercial banks, incurred 
in connection with commodity purchase programs. Interest ex- 
pense is accrued also on the amount of cotton certificates to be paid 
off in the succeeding month. 

General overhead expense: 

Salaries, travel expense, supplies, custodian and agency fees, and 
other indirect expenses are included in this classification. Expenses 
for work performed on behalf of foreign governments and other 
Government agencies on a reimbursable basis, and the reimburse- 
ment therefor are reflected in the net total general overhead expense. 

Other expense: 

This classification includes various expenses not allocated to 
programs. 

II. Program gains and losses: 
Sales of commodities: 

Sales are generally recorded by the Corporation when title passes 
to the purchaser, for example, as commodities are shipped or loaded 
for shipment. Recoveries from warehousemen and carriers on 
inventory losses are also in this classification. 

Cost of sales includes the purchase cost of commodities disposed 
of and related charges for storage, handling, and transportation. 
Inventory adjustments are also included. 

Provision for producers’ equity in cotton pools: 

This deduction represents that part of the proceeds from sales of 
cotton pooled for the account of the producers which is set aside as 
the net amount due to participating producers after deducting the 
cost of conducting the pool. 

Adjusted gain (or loss*) on sales: 

This amount is the gain on sales after deducting the item for 
“Provision for producers’ equity in cotton pools.’”’ This item 
includes the indirect subsidy gains and losses resulting from sales 
in connection with subsidy operations. 

Direct subsidies: 

This item reflects the result of direct subsidy payments and 

adjustments. 
Export differential: 

This item reflects export differentials incurred on the shipment of 
cotton abroad, pursuant to section 21 of the Surplus Property Act 
of 1944. Cash payments to exporters on registered foreign sales 
after May 1, 1946, were made from section 32 funds, but the Com- 
modity Credit Corporation continued to absorb the export dif- 
ferential on owned and pooled cotton sold for export. 

Price-support payments: 

This loss on the price-support programs represents direct price- 
support payments to producers where delivery of the commodity is 
not required under the contract and loan settlements owing to 
deterioration of the collateral. 

Wheat set-aside payments: 

This item represents the cost to the Corporation in connection 
with increases in the price of wheat resold to producers pursuant 
to Public Law 548, Seventy-ninth Congress. 

Charge-ofts: 

This classification includes charge-offs of loans, accounts, and 
notes receivable, and other assets. Losses sustained in the liqui- 
dation of: loan programs include instances of deterioration, or 
deficiency of collateral, uninsured fire losses, ete. 
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II. Program gains and losses—Continued 
Grain-bin program: 

Under this heading are reflected the results of the Corporation’s 
program for providing local and emergency storage for corn and 
Me The Corporation has disposed of a major part of its grain 

ins. 
Miscellaneous: 

This item includes certain program.gains and losses not elsewhere 
classified, a major part of which represent adjustments to prior- 
year activity. 

Net gain (or loss*) before adjustment of reserves: 

This total reflects all of the various income and expense items 
which are incident to and identifiable with specific commodity and 
subsidy programs, as distinct from the more general interest income 
and interest and overhead expense that are not allocated to 
programs. F 

- Adjustment of valuation and liability reserves: 

Under this heading are reflected the net changes in valuation 
and liability reserves for the period of the report. 

III. Net gain (or loss*) before charge to reserve for postwar price support of 
agriculture: 

This item represents the net gain or loss of the Corporation for the 
period of the report before charging the reserve for postwar price support 
of agriculture for the net aggregate losses applicable to price-support 
operations. 

IV. Charge to reserve for postwar price support of agriculture: 

This item reflects the results of price-support program operations 

recorded in tne period January 1, 1947, through June 30, 1947. 
V. Net gain (or loss*) transferred to surplus: 

This item represents the net gain or loss of the Corporation transferred 

to surplus. 


FINANCIAL CONDITION AS OF JUNE 30, 1947 
The following statement shows, in detail, the financial condition of 
the Commodity Credit Corporation at the end of the fiscal year. 
Statement of financial condition, as of June 30, 1947 


Assets 
5S fy | ROAR Say ae Ce ae Rk Os egies AO MOE ang UR VM ha $092,) 419) 322, 25 


Held by Commod- 
ity Credit Cor- 


poration: 
(a) Tobacco.._.. $71, 737, 593. 05 
(bieWheatis su... 40, 893. 43 
feaecorn Ak Yecas 107, 860. 67 
(herfcottonte ua. 680, 529. 92 
tee Otherto ss 10, 236, 436. 85 


$82, 803, 313. 92 
Held by lending 


agencies: 
(a) Tobacco___.. 14, 427, 866. 54 
(b) Wheat__---- 913, 300. 00 
hee C Oftia this ks 16, 918, 996. 02 
(is Coston.s «+. 1, 402, 438. 13 
Ce) a.Other ve fe. 4, 929, 443. 62 


38, 592, 044. 31 
121, 395, 358. 23 
Less: Reserve for 


LOBSO Spy ee he ee ene 11, 736, 000. 00 
——_—_—_—_—_—_———__ 109, 659, 358. 23 
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Statement of financial condition, as of June 30, 1947—Cont’d 


o: Commodities Owned. - ot oes ee ee we 447, 898, 188. 40 
Less: Reserve for 


losses? 22 Sb Oe Bkaigar mend ak 78, 452, 443. 64 
i a al Le Ue Zhe 





Chases? SU Aes Ae SO ee ee eee 246, 382, 324. 58 
5. Accounts and _ notes 
recei Vable le Sawer seer ere 295, 745, 555. 52 
Less: Reserve for 
LOSSES! en eee en eae en rere eae 2, 008, 155. 93 
————$__—_—$_——_ 298, 737, 399. 59 
67-Accruedsassets oot eter!) 22 ae on 599, 396. 18 
7... Mixed assets (nét)_o-2 sco oes ee eee ee eee ee eee 2, 027, 141. 04 
S. Other assets ee Oe a an eens | Pee eee 197, 460. 21 
Totalassets2 2 i ee * DS SON0 Tl Oe ete ae, $1, 554, 768, 146. 84 
Iiabilities 


9. Borrowings: 
From United States 


‘Tressuryatepee ies er eee eae $510, 000, 000. 00 
From lending agen- 


cies POU ae Ran ee See 40, 330, 020. 90 
oo onUr 2040 


10. Obligations to  pur- 
chase loans held by 


lending ‘agencies 4 Ole [Cle 28 Pea ee Pees 38, 592, 044. 31 
11. Trust and deposit la- 

DiLbIES Se eRe ee ee eee ee ee, ee ee eee 252, 003, 505. 99 
12. Accounts’ payablesvi QoS. Ol: 2B eee Pe ee 139, 797, 502. 89 
13. Accrued “liabilities®: 22h. (ee See ee 10, 995, 123. 73 
14; Other liabilities 2:2 fee yoee pe Pee ee eee 4, 795, 669. 30 


15. Reserve for producers’ 

equity in cotton 

pobls JA ss FON re ee See ee ee ae 309, 431. 77 
16. Reserve for postwar 

price support of 

agriculture suo UBS Mae Sn eee 440, 049, 304. 41 
17. Capital stock held by 

United States Gov- 


ernment. wt MAC Sy» as A ree eee ee 100, 000, 000. 00 
18. Surplus: .2eeo22 A eee oa ee ae a, 17, 895, 548. 54 
Potal liabilities 222_-22252-- sot Jae ea $1, 554, 768, 146. 84 


DESCRIPTION OF ITEMS SHOWN ON STATEMENT OF FINANCIAL CONDITION 


Assets 
1. Cash: 


The cash funds of the Corporation include funds used in current operations, 
plus $500,000,000 received in March 1946 and set aside as a special reserve for 
postwar price support of agriculture. This $500,000,000 was made available to 
the Corporation by Public Law 301, Seventy-ninth Congress, discussed under 
the caption ‘‘Reserve for Postwar Price Support of Agriculture,’’ below. In 
April 1946, the Corporation borrowed $500,000,000 from the United States 
Treasury on series 14 notes, which are noniuterest bearing, and retired a like 
amount of interest-bearing notes. 
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Since no charges against the special reserve for postwar price support had been 
effected prior to June 30, 1947, the balance of the reserve and that of cash on 
deposit with the United States Treasury covering the series 14 notes have previ- 
ously been in agreement. However, as of June 30, 1947, the results from 
operations subsequent to January 1, 1947, which were applicable to the special 
reserve, were determined and the amount of $59,950,695.59 was charged against 
the reserve. It is contemplated that redemption of series 14 notes in an amount 
sufficient to cover the application to the reserve will be made during the quarter 
ending September 30, 1947. 

Except for the $500,000,000 referred to above, cash funds are maintained at 
minimum amounts through an arrangement with the United States Treasury 
under which the Commodity Credit Corporation pays off or borrows on series 16 
notes on a day-to-day basis. All cash is on deposit with the Treasurer of the 
United States in various accounts with the exception of (1) collections-in-transit 
items forwarded by field offices to the Federal Reserve banks but not as yet 
credited to the account with the Treasurer of the United States, and (2) cash 
deposited with the Federal Reserve branch bank at New Orleans for distribution 
of producers’ equities in liquidated cotton pools. 


2. Loans: 


The loans made by the Corporation for price-support purposes are non-recourse 
loans to farmers or to cooperative marketing associations and are secured by the 
pledgé of agricultural commodities. Some loans are made direct by the Corpora- 
tion, but most loans are closed through lending agencies, generally commercial 
banks in farm areas. The loans bear interest at 3 percent. The Corporation 
stands ready to purchase at any time any of its loans held by private lending 
agencies if the loan papers are in proper order. Loans are reflected in the ac- 
counts of the Corporation at the unpaid balance. A reserve for losses is main- 
tained by the Corporation for estimated losses to be sustained from the liquida- 
tion of the loans. 


3. Commodities owned: 


Commodities owned by the Corporation were acquired generally for (1) price 
support and (2) supply-program purposes. The book value of commodities 
owned, with certain minor exceptions, represents the Corporation’s cash invest- 
ment plus the accrued carrying charges on the inventories held. In its purchase 
programs the Corporation acquires full title to the commodities procured. Upon 
the nonpayment of loans the Corporation in some instances acquires full title to 
the pledged commodities forfeited and in other instances pools the loan collateral 
acquired for the account of producers. Under the pooling arrangement, pro- 
ducers have an equitable interest in any net proceeds from the sales of the com- 
modities pooled. A reserve for losses is maintained by the corporation for 
estimated losses to be sustained on liquidation of commodities owned. 


4, Advances on purchases: 


The major part of advances is represented by those made on the 1947 sugar crop 
under the Cuban raw-sugar agreements. Part of the shipments of raw sugar 
from Cuba are financed by means of 90-percent advances by commercial banks for 
the account of the Corporation. Such advances are liquidated upon delivery of 
sugar by payments made to banks for the account of the Corporation. Also 
included in the classification of advances are the payments made for trade goods 
under the Netherlands Indies Government copra agreement. : 


5, Accounts and notes receivable: 


_ The major portion of receivables is represented by amounts due from Govern- 
ment agencies (State Department-UNRRA, War Department and other appro- 
priated funds), and on accounts under the Japanese and German cotton agree- 
ments. However, receivables from a wide variety of other debtors, including 
suppliers, warehousemen, processors, railroads, as well as from producers whose 
loan collateral was found deficient, are included in this classification. 


6. Accrued assets: 


This account includes the accrued interest due from borrowers, which the 
Corporation purchases from lending agencies when it acquires conimodity loans 
from them. Interest is computed at 1} percent from the date the lending agency 
made the loan until the date the loan is acquired by the Commodity Credit 
Corporation. Upon the repayment of such purchased loans, the collection from 
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borrowers is first applied to the interest purchased. Also reflected in this item 
are accrued recoverable expenses in connection with settled cotton pools. The 
major item in this classification represents accrued interest at 3 percent on the 
amounts due in connection with the export of cotton to Japan and Germany. 


7. Fixed assets: 

The major fixed assets are grain bins and related equipment and the investment 
of the Corporation in the natural cooler storage facility at Atchison, Kans. The 
investment in the natural cooler facility was completely amortized by March 31, 
1947. Substantial depreciation reserves have been set up against the investment 
in steel grain bins and equipment and the wooden bins have been fully depreciated. 


8. Other assets: 

Included in this group are various items, temporary in nature, which await 
proper identification before transfer to other accounts and certain miscellaneous 
assets minor in amount. 

Liabilities 
9. Borrowings: 

Borrowings from the United States Treasury are made on series 16 notes which 
bear interest at a rate of 1 percent perannum. ‘These notes are paid off on a day- 
to-day basis as funds become available to the Corporation... Repayments and 
borrowings are made in multiples of one million dollars. In addition to the’series 
16 notes, the Corporation has borrowed on series 14 notes. These are noninterest 
bearing notes related to the $500,000,000 of cash provided by the Congress for 
the postwar price support of agriculture. 

Funds borrowed from lending agencies largely represent money borrowed from 
commercial banks acting as agents and custodians for the Corporation in various 
commodity-purchase programs. ‘These borrowings represent demand obligations 
guaranteed by the United States, and may be repaid by the Corporation at any 
time. 


10. Obligations to purchase loans held by lending agencies: 


This item represents the obligation of the Corporation to purchase upon presen- 
tation the commodity loans held by lending agencies, and is the offset to the asset 
“Loans held by lending ageneies.”’ The liability is shown at the unpaid balance 
of the loans outstanding. 


11. Trust and deposit liabilities: 

The principal items in this group are the advances of funds by the War Depart- 
ment and cash-paying foreign governments in anticipation of the invoicing for 
deliveries of commodities. 


12. Accounts payable: 


The principal portion of accounts ane represents amounts due vendors 
for commodities which have been acquired under the supply program, payment 
of which is in process. Other items are outstanding drafts payable to producers, 
producers’ equities in liquidated cotton pools, and amounts due to several Govern- 
ment agencies such as United States Commercial Company and the War Depart- 
ment and the Navy Department. 


13. Accrued liabilities: 

The principal item in this group represents storage and other carrying charges 
accrued on commodity inventories. Interest is accrued on borrowings from the 
United States Treasury, and on direct borrowings from private lending agencies. 
Also included in this classification is an accrual of administrative and nonadminis- 
trative expenses which had not been expended as of the date of the statement. 


14. Other liabilities: 


This item consists largely of unapplied receipts and reflects collections which 
have not been finally distributed. All receipts of the several field offices are 
initially recorded in this account and are removed as proper disposition is effected. 


15. Reserve for producers’ equity in cotton pools: 


This reserve is maintained pending liquidation of pools and reflects the pro- 
ducers’ equity in the proceeds from the sale of pooled cotton. 
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16. Reserve for postwar price support of agriculture: 


This reserve was created by the First Supplemental Appropriation Recision 
Act, 1946 (Public, No. 301, 79th Cong.) approved February 18, 1946, under title 
1 “Emergency Funds Appropriated to the President.” This provided that ‘“‘the 
$500,000,000 made available by title II of the Second Deficiency Appropriation 
Act, 1945, as a reserve for expenditure for postwar price support of agriculture 
shall be paid to the Commodity Credit Corporation and continued as a reserve 
fund for expenditure, as and when necessary, for the postwar price support of 
agriculture.”’ In accordance with this act, the $500,000,000 was paid to the 
Commodity Credit Corporation on March 20, 1946. The first charge against the 
reserve was made as of June 30, 1947, in the amount of $59,950,695.59. 


17. Capital stock held by United States Government: 
All capital stock of the Corporation in the amount of $100,000,000 is held on 


behalf of the United States, and the Secretary of Agriculture is designated to 
exercise any and all rights of the United States arising out of ownership thereof. 
18. Surplus: 

Surplus as reflected on the statement of financial condition represents the results 
of the operations of the Corporation since its inception in 1933, after (a) the 
restoration (net) of capital by the United States Treasury in accordance with the 


act of March 8, 1938, and (b) the charge as of June 30, 1947, to the reserve for the 
postwar price support of agriculture. 
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REPORT OF THE PRESIDENT OF THE COMMODITY 
CREDIT CORPORATION, 1948 


Untirep States DEPARTMENT or AGRICULTURE, 
Washington, D. C., October 22, 1948. 
Hon. Cuartes F. Brannan, 
Secretary of Agriculture. 
Dear Mr. Secrerary: I present herewith the report of the Com- 
modity Credit Corporation for the fiscal year ended June 80, 1948. 
Sincerely yours, 
Raupu 8. Triae, 
President, Commodity Credit Corporation. 
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The Commodity Credit Corporation was organized October 17, 1933, 
under the laws of the State of Delaware, as an agency of the United 
States. From October 17, 1933, to July 1, 1939, the Corporation was 
managed and operated in close affiliation with the Reconstruction 
Finance Corporation. On July 1, 1939, the Corporation was trans- 
ferred to and made a part of the United States Department of Agricul- 
ture. The Corporation functioned throughout the fiscal year 1948 
under the charter issued by the State of Delaware. 

Approval of the Commodity Credit Corporation Charter Act 
(Public Law 806, 80th Cong.) on June 29, 1948, established the Cor- 
poration—effective July 1, 1948—as an agency and instrumentality of 
the United States under a permanent Federal charter. The Federal 
charter conferred upon the Corporation substantially all the powers 
theretofore used in its operations under the Delaware charter and 
continued in effect all Federal statutes applicable to the Delaware 
corporation. 


SUMMARY OF OPERATIONS 


The Corporation carried on three programs during the year: (1) The 


A ~ price-support program, (2) the supply program, and (38) the foreign 
* purchase program. The last commodity operations under the wartime 


subsidy program were terminated on October 31, 1947, and only minor 
activity was carried out under the commodity export program. 

The net gain of the Corporation for the fiscal year 1948 was 
$47,504,956. In arriving at this net gain, the Corporation charged 
$10,294,308 to the Reserve for Postwar Price Support of Agriculture 
and $55,768,386 as an amount recoverable from the Secretary of the 
Treasury in accordance with the provisions of Public Laws 389 and 
393, Eightieth Congress. 

The Corporation showed a net loss of $2,024,616,936 on all operations 
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from 1933 through June 30, 1948. Wartime subsidy costs (needed to 
hold prices under OPA ceilings) to that date totaled $2,104,192,301. 
Thus, there was a net gain from operations other than subsidy pro- 
grams during this entire period of $79,575,365 before the charge to the 
Reserve for the Postwar Price Support of Agriculture and before con- 
sidering the amount recoverable from the Secretary of the Treasury 
under the provisions of Public Laws 389 and 393, Kightieth Congress. 
After taking into account the amount of loss on the disposal of price- 
support commodities in foreign relief channels in accordance with 
Public Laws 389 and 398, Eightieth Congress, the net gain from opera- 
tions other than subsidy programs for the entire period was $135,343,- 
751. This amount was made up of a profit of $245,483,751 (including 
the amount of $55,768,386 recoverable from the Secretary of the Treas- 
ury) on all programs other than subsidy programs, partially offset by 
charges for the establishment of valuation reserves aggregating 
$36,458,054, and an excess of $73,631,946 of interest costs and overhead 
expenses over loan and miscellaneous income. 


THE PRICE-SUPPORT PROGRAM 


Price-support operations, under Federal legislation in effect during 
the fiscal year 1948, fell into four categories: 

1. Price-support loans at 90 percent of the parity price were manda- 
tory for corn, wheat, rice, tobacco, and peanuts for nuts—‘“basic” com- 
modities. Price-support loans at 921% percent of the parity price were 
mandatory for cotton, also a basic commodity. 

2. Price-support loans or purchases (or both) were mandatory at 
not less than 90 percent of the parity or comparable price for the non- 
basic commodities for which the Secretary of Agriculture, by formal 
public announcement, requested an expanded production for war pur- 
poses. These so-called Steagall commodities included hogs, eggs, 
chickens over 314 pounds lve weight, turkeys, milk, butterfat, dry 
peas of certain varieties, dry beans of certain varieties, flaxseed for oil, 
soybeans for oil, peanuts for oil, American Egyptian cotton, potatoes, 
and sweetpotatoes. 

3. Price support for wool was mandatory at the same levels as were 
in effect in 1946—levels that would reflect an average farm price to 
producers of 42.3 cents per pound for shorn wool, grease basis. 

4, Price-support loans or purchases (or both) for other commodities 
were permissive at levels that would bring their prices to a fair parity 
relationship with prices of the basic and Steagall commodities, after 
taking into account the ability of producers to bring supplies into 
line with demand. 

The scope of price-support operations during the fiscal year 1948— 
as measured by purchases and new loans made—contracted somewhat 
from the previous 12-month period. Purchases and new loans made 
in the fiscal year 1948 totaled $633,082,614, as compared with 
$745,044,520 in the fiscal year 1947. 

Heaviest loan operations were carried on for cotton, peanuts, to- 
bacco, wheat, and potatoes. Price-support purchases were heaviest in 
the case of peanuts, eggs, potatoes, dried fruits, sugar, and wool. 
(See table 1.) 

Net realized loss sustained by the Corporation in the fiscal year 
1948 on price-support operations was $125,382,594, as contrasted with 
a net loss of $42,784,596 in the fiscal year 1947. Adjustments of valu- 
ation reserves, certain small recoveries applicable to prior-year activi- 
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ties, and the establishment of $55,768,386 as the amount recoverable 
from the Secretary of the Treasury under Public Law 389, Eightieth 


Tastp 1.—Price-support programs: Loans made and purchases, by 





commodity, fiscal year 1948 


Commodity Loans made Purchases 


Basic commodities: Dollars Dollars 
OI 4. oie) ee eee ee SB Traore 4 soometth _nodie loo. 
Cotton, Uplandgo.e.1a porsec colo or | 36, 565, 032. 87 38, 720. 97 
ROH GS ace eee ete ay ig 37, 417, 685. 14 49, 460, 779. 96 
LLGURCCOsS Cee Ge as wey tf ee 122, 426, 314. 41 1, 543, 019. 68 
Wiltea (2 era Sep eae OS Fe, BEG 637762, 77443 is only dese ss 
Steagall commodities: 
Beanss dry edibles sag. yh 2h. fh. 5005) D6unie ee pen ee os 
Cotton, American Egyptian_________- 122, S3/, O04. 9. BURR D. Coe 
rece wricc and (rose None ar eee See ee 27, 566, 278. 75 
Winxseeuiens J See My ee pee Se ae 27520, 5095-39 60, 695. 77 
hinseed oil & 7 Ai8 pws. ida eae 3 op a| Poni bnreoos SY 1, 775, 896. 92 


Milk, dried 


EAS SE OSER IS BE AREY Oe reg ae 8, 332, 298. 15 





Potatoes; Sweet... eee tL eee 897, 073. 06 
Potatoes, whites. Ape ime Ae 10, 209, 916. 39 62, 220, 448. 06 
mOyYDGAliCn = an eee be 7, 246, 774.51 196. 35 
TKO VSR erie hee Peer mF UNAS Re Ri ee) Re ee Se 112, 187. 00 
All other: 
earn Boo ee Se AOA. | Se 
Lang Or aati: pee eer eh ee 709, 487. O01 3, 193. 50 
alte cried wrest tkeeprirry bel fo ec eat Pe | 33, 962, 059. 22 
Mrainysorgnums:s #9 Oise ee ob od 85,447, SOonid © Lehi. e252 
(TRAPCILUID [ULCER or mine 8A a ma cee 4, 891, 578. 96 
heetaneaice nem priiver. 4 tt ee ee 317, 347. 48 
EL ONE ys Se Ts ea COSA ON TE ARE a PP et 637, 917. 29 
Naval stores: 
i ee Oe eS ES eee 2, 21D 299629 she eens 8 Of oe 
Urpentinene att) a a he 2, O15; 41 ROAST ete a, weed met ie, 
ates sae aw Mere ee ee UU bag PAG EH Mile wh seerlenerpeee eB Sapbindae 
ends: test) sez ah aes ett os VEO Tb ee. Pe 746, 362. 50 9, 030. 57 
OWie Ae eal octrtee to eat ae Dake. ae std leo 8) corte geet 54, 419, 939. 24 
TST Se ey Ey a ee AR ee ee 1, 771, 878. 97 
wererablés,.canned_._. . .._. * |. ahegial Sums 2b ee el Cea SO 
VEO co] Soe a eee ee Jit Ome eee ec a ee ee 96, 497, 385. 02 
Total price-support program ______-_ 288, 689, 357. 99 344, 393, 258. 22 


i Denotes decrease. 


Taste 2.—Price-support programs: Realized gain or loss on price- 
support operations, by commodity, fiscal years 1947 and 1948 


Commodity 


Net program results (gain or loss) 





Fiscal year 1947 | Fiscal year 1948 


Basic commodities: Dollars Dollars 
AGT SP a Te? 1 RE 278, 492. 38 1 27, 029. 50 
Coli Ons. eee 46, 536, 524. 67 1 344, 914. 11 
Pesipis. 22 7) 2258 ere eh t\'@ 8 727, 480. 59 12,757, 329. 78 
Pebséend. (IRI Sib GAT ike 596, 186. 14 59, 799. 49 
Wiheatt oven Boo Beni eteus »ngonl. 605, 569. 19 111, 727. 05 


Total. basic commodities. ._._.____- 48, 744, 252. 97 1 3, 081, 200. 95 


4 


ANNUAL REPORTS OF DEPARTMENT OF AGRICULTURE, 1948 


Tas_E 2.—Price-support programs: Realized gain or loss on price-sup- 
port operations, by commodity, fiscal years 1947 and 1948—Con. 


Net program results (gain or loss) 
Commodity 
Fiscal year 1947 | Fiscal year 1948 





Steagall commodities: Dollars Dollars 
Beansdry. edible: 35 aeke Ue as 150.016 10. 31 
Cotton, American Egyptian________-- 31; 022: 75 6, 577. 43 
Eggs, dried and frozense iG 202 ose se2 423, 602. 39 | 125, 879, 017. 19 
Flaxseed and linseed oil_________=_-- 2, 726. 93 40, 292. 52 
Milk varied?) 2 2 Oe ee ine pe eee 112, 486. 68 415, 986. 72 
Peas, dry ‘edibles Awe By Sew oeees CASED 5a Seah eee ee 
Potatoes, sweetai ed oe eh 95. 52 1138, 180. 51 
Potatoes (white UE Oe ao) 2 See 1 60, 091, 288. 27 | 147, 405, 542. 48 
Soy beans. oo ave aes eee hr a ie 2, 741, 090. 41 4, 986. 73 
Turkéyas yoo Se re ee | Se anata a er ere 1 3, 708. 18 

Total Steagall commodities_______- 1 56, 898, 433. 64 172, 958, 594. 60 
All other: 
‘Barley Soe 2 1 Gee Pe APL ee aoe 50, 549. 89 275. 33 
Cotton; Puéerte Rican. .225 oe 4 See 14. 187--06- | -- 5 eee ee 
Flaxifiberseo3 see Soe ea 6, 100. 45 1179, 851. 88 
Fruits, dried: 
Prunes... eee ee Ee a ee 18, 771, 558. 49 
Raisins £.\ eee ROS 2 ees ae ae 16, 791, 826. 37 
Graintsorghums a cate ol. 2 eee 10, 140. 74 118, 27 
Grapefruit juice i SU 0. ee eae Se ee M1) 732; 373: 97 
Hemprand hempiibersc. eos 2. aces 11, 257, 168. 76 17, 702. 17 
EROUCN RS a ee at aL ee iio 1404, 055. 74 
Naval stores: 
Rosine eee ee ee ae ee 145955151 ee See 
Turpentine? 0) che ae) eS oe ee 1 107, 063. 27 
Oate ea RAP eee ota ae 3, 055. 80 287. 03 
Ryerss Us ake Rae Fe ee Pee 14 O81 2 707 ears seo ee 
meeds; hay and pasture tL. >! Meee ee 48, 795. 06 19, 834. 33 
Seeds, \winter cover crop... 22 =-s-- 1 30, 135. 54 1 3, 896. 89 
Sacaritddomestic beet. poke eo ee ee 111, 859, 187. 15 
Sugar, Puerto Rico and Virgin Islands.|2....=.2...-.l22 23, 830. 42 
ERT OO er erg wr ge ie eee a 14,746. 58 
Vegetables, canned__-2222222224-_-___ 12, 630. 66 6, 280. 75 
OOIOL LER! 2 SIME NER A BS tee Se 1 33, 484, 668. 69 | 119, 501, 356. 97 
‘LOtal avo uien.e ee ne ee ee 1 34, 630, 415. 20 | 149, 342, 798. 55 
Total price-support program. ____-- 1 42, 784, 595. 87 | 1 125, 382, 594. 10 


1 Denotes loss. 


Congress, reduce this to a net loss of $10,294,308, the amount charged 


to the Reserve for Postwar Price Support of Agriculture. (See 
table 2.) 


THE SUPPLY PROGRAM 


The Corporation during the fiscal year 1948 continued to procure 
large quantities of agricultural products to meet the requirements of 
United States Government agencies—principally those administering 
foreign relief programs—foreign governments, and relief agencies. 

Federal law specifically requires that the Corporation be fully re- 
imbursed for services performed, losses sustained, and operating costs 
incurred on commodities purchased or delivered to or on behalf of any 
other Government agency. Moreover, all the Corporation’s procure- 
ment operations are conducted in accordance with procedures and 
policies calculated to insure the Corporation against loss. 
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The principal commodities purchased during the fiscal year 1948 in- 
cluded wheat, having a value of $828,316,000; flour, grits, meal, and 
related products, $217,228,000; and cotton, $60,829,000. 

All commodities purchased under the supply program had a value of 
$1,291,253,735 during the fiscal year 1948, as compared with a value of 
$1,094,161,208 during the fiscal year 1947. 

The Corporation made a gain of $41,587,542 on this program during 
the fiscal year 1948, as compared with a gain of $33,585,715 during the 
preceding 12-month period. 

FOREIGN PURCHASE PROGRAM 

Under its authority to purchase needed commodities abroad, the 
Corporation acquired sugar having a value of $222,568,279; rice, $14,- 
153,474; copra, $3,645,360 ; fish, $967,269; Mexican canned meat, $425,- 
037; beet seed, $308,872 ; coconut oil, $108,823 ; oiticica oil, $3,427; and 
castor oil, $1,887—a total for the fiscal year of $242,182,429, as com- 
pared with $382,044,014 for the fiscal year 1947. A loss of $3,044,499 
was sustained on operations in the fiscal year 1948, as compared with 
a gain of $20,871,948 in the fiscal year 1947. 


OTHER OPERATIONS 
Other operations of the Corporation resulted in a net gain of $3,- 


802,754 during the fiscal year 1948, as compared with a net gain of 
$2,923,133 during the fiscal year 1947. 
COMMODITY INVENTORIES 

The investment in commodity inventories at the beginning of the 
fiscal year was $447,898,188, against which a reserve for estimated 
losses in the amount of $78,452,444 was established. During the fiscal 
year 1948, acquisitions of commodity inventories aggregated $1,881,- 
598,328, charges added to cost (net of adjustments) totaled $132,210,- 
432, and sales and other dispositions amounted to $2,214,666,118 (cost 
value). The cost value of commodity inventories as of June 30, 1948, 
was $247,040,829, against which a reserve for estimated losses of $25,- 
999,800 was established. ‘This investment in commoditiy inventories 
is the lowest in a number of years. The major commodities in in- 
ventory are shown in table 3. 


Tasie 3.—/nvestment of the Commodity Credit Corporation in com- 
modity inventories as of June 30, 1948, and June 30, 1947, and net 
change during the fiscal year 1948 








June 30, 1948 June 80, 1947 
inne cae owee! oe Net change in 
Commodity in Per- er- | investment, 
inventory cent- “ cent- | fiscal year, 
Investment age of Investment age of 1948 
total total 
Per- Per- 
Dollars cent Dollars cent Dollars 
Wolo 44°) 2S 112, 196, 285 | 45. 4 |229, 935, 958 | 51.3 |—117, 739, 673 
Wien 2. eg ee 81, 189, 209 | 32.8 | 43, 559, 063 9. +37, 580, 146 
Hiegcsanae 2 So eure 24, 354,406 | 9.9 | 48, 403, 326 | 10.8 | —24 048, 920 
General supply: 
OLE piven 392 9, 790, 184 4.0 | 31, 845, 679 7.1 | —22, 055, 495 
Allsother.._....-t_- 2, 9125135 1. 2) 38,336; 143 8.6 | —35, 424, 008 
elt aN adenine: Coates 6 age sale Rias eal 20, 410, 161 4,6 | —20, 410, 161 
Fats and oils_________ 2, 366, 195 .9 | 10, 385, 880 2.3 —7, 715, 710 
Gther-}etend ens To. 14, 282, 415 5. 8 | 25, 021, 978 5.6 | —11, 048, 538 
A cate 2 ee 247, 040, 829 |100. 0 447, 898, 188 |100. 0 |— 200, 857, 359 
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RESTORATION OF CAPITAL 


Surplus reflected on the books of the Corporation as of June 30, 
1947, totaled $17,895,544. The Treasury appraisal established the 
surplus of the Corporation at $17,693,492, which amount was paid into 
the Treasury in April 1948. 


COMMODITY CREDIT CORPORATION CHARTER ACT 


The Commodity Credit Corporation Charter Act (Public Law 806, 
80th Cong.), approved on June 29, 1948, establishes the Corporation, 
effective July 1, 1948, as an agency and instrumentality of the United 
States under a permanent Federal charter. The new charter gives 
the Corporation most of the powers it had utilized under the Delaware 
charter (see p. 1) and continues in effect all Federal statutes apph- 
cable to the Delaware corporation. 

The act authorizes the Corporation to: (1) Support the prices of 
agricultural commodities through loans, purchases, payments, and 
other operations; (2) make available materials and facilities required 
in connection with the production and marketing of agricultural 
commodities; (8) procure agricultural commodities for sale to other 
Government agencies, foreign governments, and domestic, foreign, or 
international relief or rehabilitation agencies, and to meet domestic 
requirements; (4) remove and dispose of or aid in the removal or 
disposition of surplus agricultural commodities; (5) increase the 
domestic consumption of agricultural commodities by expanding or 
aiding in the expansion of domestic markets or by developing or aiding 
in the development of new and additional markets, marketing facili- 
ties, and uses for such commodities; (6) export or cause to be exported, 
or aid in the development of foreign markets for agricultural com- 
modities; (7) carry out such other operations as the Congress may 
specifically authorize or provide for. 

The act provides that in carrying on purchasing and selling opera- 
tions with respect to agricultural commodities (except sales to other 
Government agencies) , and in the warehousing, transporting, process- 
ing, or handling of agricultural commodities, the Corporation shall, 
to the maximum extent practicable, utilize the usual and customary 
channels, facilities, and arrangements of trade and commerce. 

Specific language forbids the Corporation to acquire or lease any 
real property or any interest therein, except that it may rent or lease 
office space necessary for the conduct of its business and it may continue 
to lease (by renewing or extending existing leases or entering into 
new leases) property leased by it on the date of the enactment of the 
act. 

The total of all money borrowed by the Corporation, other than 
trust deposits and advances received on sales, must not exceed $4,750,- 
000,000 outstanding at any one time. The Corporation is capitalized 
at $100,000,000, subscribed by the United States. Interest must be 
paid to the United States Treasury on the capital stock—and on the 
amount of the obligations of the Corporation purchased by the Secre- 
tary of the Treasury—at such rates as may be determined by the 
Secretary of the Treasury. 

The management of the Corporation is vested in a five-member 
board of directors, one member of which shall be the Secretary of 
Agriculture or his nominee. The other four members shall be ap- 
pointed by the President of the United States, by and with the advice 
and consent of the Senate. Only three members of the board may 
be employees of the Corporation or any department or agency of the 
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Federal Government. The chairman of the board shall be selected by 
the board. A majority of the directors shall constitute a quorum of 
the board and action shall be taken only by a majority vote of those 
present. 

Responsibility for the day-to-day conduct of the business of the 
Corporation is vested in a staff of executive officers, headed by a chief 
executive appointed by the board and responsible to the board. Mem- 
bers of the executive staff must devote their full time to the affairs of 
the Corporation. 

The Corporation may, with the consent of the agency concerned, 
accept and utilize, on a compensated or uncompensated basis, the offi- 
cers, employees, services, facilities, and information of any agency 
of the Federal Government. The Corporation may allot to any bu- 
reau, office, administration, or other agency of the Department of 
Agriculture or transfer to such other agencies as it may request to 
assist 1t in the conduct of its business any of the funds available to it 
for administrative expenses. The personnel and facilities of the Cor- 
poration may, with the consent of the Corporation, be utilized on a 
reimbursable basis by any agency of the Federal Government. 


INCOME AND EXPENSE, FISCAL YEAR 1948 


The income and expense of the Corporation for the fiscal year 1948 
are shown in the accompanying statement. 


Statement of income and expense, fiscal year 1948 


I. Income and expense—General: 
1. Income: 
(a)"Interest’ omloans = $4, 900, 854. 37 
(b) Other interest income__________ S, 202, Vou. 20 
(c) Administrative mark-up not ap- 
plied to general overhead ex- 


DC SC ee eee ee a eee 10, 698, 291. 51 

Co) Otter mcome ee ee ee 391, 237. 65 
Ce adPetalcineomamtst. #2. oracerst gee ljortlwes 2 perry $19, 243, 365. 78 

2. Expense: 

(a) Interest on borrowings_________ *$843, 062. 33 

(b) General overhead expense (net)_ *9, 658, 546. 53 

te) Other expense}! 2.25 oe on *1, 243. 40 
Ve ig Lalla lel Sp. 092 0 VoL oem earl N Peale mya tenet cine tie *10, 502, 852, 26 
Net income (or expense*) general_____~ 8, 740, 513. 52 


II. Program gains and losses: 
1. Purchase and sales operations: 





(a) Sales of commodities___-__ 2, 133, 679, 5380. 91 
(b)}®G@ost? oftsalest 2G ia ey *2, 214, 666, 118. 22 
(G\eiNeiagain: (DTSlOSc tL ORSSales Oh ee to ee *80, 986, 587. 31 
(d) Provision for producers’ equity in cotton pools__ *30, 314. 72 
(e) Adjusted gain (or loss*) on sales______-____-- *81, 016, 902. 03 
2. Direct losses: 
(a) « Direch Subsidies... 46g we $2, 308, 828. 46 
(b) Export differential.._________ VT, 439215 
(c) Price-support settlements_____ *15, 208, 527. 96 
(e) 2Lotal Girect.|osses §.2bo Ai tect eel eel ol ees *12,877, 262. 35 


See footnote, p 8. 
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II. Program gains and losses—Continued 
3. Charge-offs: 


Car) ei OaD Stews cool eel ae pe *$181, 295. 76 

(b) Accounts and notes receivable___ *111, 319. 69 

(ey Other ye 20%. Sioa (eee ere eee *26, 915. 34 

(d) Total charge-offs _____-__-_________ eS Wea dine” *$319, 530. 79 
4, Other program costs and adjustments: 

(4) (Gains 2 ee ee $25, 242, 976. 48 

(DP bossest = 2" se oe *14, 066, O78. 76 


(c) Total other program costs and adjustments____ 11, 176, 897. 72 


Net program gain (or loss*) before ad- 
justment of reserves__________-______ *83, 036, 797. 45 
5. Adjustment of valuation and liability 
reserves: 
(a) Reserve for losses on loans____ $6, 841, 700. 00 
(b) Reserve for losses on commodity 


inventories 21. sa a Ss 52, 452, 648. 64 
(c) Reserve for losses on accounts 
and notes receivable_________ *3, 055, 797. 35 
(d) Total adjustment of reserves______-------_--- 55D, 738, 546. 29 
Net program gain (or loss*)--__-_-__-- *27, 298, 251. 16 


III. Net gain (or loss*) before adjustment for price-support 
lOSS@S 0 ae ria. eek, ee age Cee ene ee *18, 557, 737. 64 
IV. Adjustment for price-support losses: 
1. Charge to reserve for postwar price 
support ofsacriculture: 22 ee $10, 294, 307. 81 
2. Recoverable from Secretary of Treas- 
ury under Public Laws 889 and 393, 
SOth Congtess=._ 2 2 oe eee 55, 768, 385. 81 


Total adjustment for price-support losses__ 66, 062, 693. 62 
V. Net gain (or loss*) transferred to surplus____--__--__--__-- 47, 504, 955. 98 


Notrre.—All amounts reducing income or increasing expenses or losses are 
designated by an asterisk (*). 


NOTES ON JUNE 30, 1948, FINANCIAL STATEMENTS 
CLAIMS 


Amounts due the Commodity Credit Corporation arising from 
claims that are definitely known or can reasonably be established are 
recorded as accounts receivable in the accounts of the Corporation 
as of June 30, 1948. Certain claims incident to the ordinary course 
of business, such as those arising in connection with the day-to-day 
purchase, shipment, and sale of commodities, have been accrued for 
purposes of the June 30 statement. A reserve for losses is provided 
to cover amounts where collection is doubtful, as well as anticipated 
reductions or adjustments in the liquidation of such claims. Claims 
of a doubtful character, a high percentage of which experience indi- 
cates will be compromised are recorded in the income accounts on a 
receipt basis and are not included in the financial statements. It is 
estimated that such claims amounted to $8,775,421.05 as of June 30, 
1948. 

Claims against the Corporation, the amounts of which are definitely 
known or can reasonably be established, are recorded as accounts pay- 
able. Certain other claims are known to exist but are not considered 
valid by the Corporation and hence are not included as liabilities in 
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the financial statements. Claims in the latter category on June 380, 
1948, were estimated as follows: 


Claims arising from renegotiation of contracts__________________ $80, 987. 50 
Claims arising trom, contract.termination 2.222 s2ec leone on 736, 330. 05 
Slalied ,ATisiti va fromm OUIth shee een ee Or ete a 48, 572. 48 
Loss and damage*(réeciuitisy 22° 09058 OF POUT POs Ge ee 99, 736. 67 

Transportation claims more than 2 years’ old, the validity of which 
imeubject. torpending sitiedtiont 22 ie Some ek eh 8 ia 1, 648, 720. 71 
Mistellancoud; claimed teet-eujyreat ail! Yo aotijou indi ave 1, 886, 495. 37 
otal 22 oe 5k, ge Fee fee tight) ) atotd 4, 495, 842. 78 


VALUATION RESERVES 


The amounts established in the accounts for valuation reserves 
against loans, commodities owned, and accounts and notes receivable 
reflect the estimated loss on ultimate disposition of the respective 
assets, based on estimated realizable values. 


COMMODITIES OWNED 


Inventory transactions are recorded on the basis of transfer of title. 
Purchase and sale commitments are not reflected in the accounts. 
Outstanding agreements with producers to purchase commodities un- 
der price-support programs are not recorded in the accounts. As of 
June 30, 1948, delivery of 1,293 bushels of flaxseed (estimated value, 
$6,690.94) had been tendered, but not actually made, under four flax- 
seed purchase agreements. Delivery of 4,116 pounds of alfalfa seed 
(estimated value, $823.20) under two purchase agreements had also 
been tendered but not actually accomplished. Seven corn-purchase 
agreements maturing in September 1948, covering 6,650 bushels (esti- 
mated value, $8,460.50), were also outstanding. 


SURPLUS 


Surplus as reflected on the statement of financial condition repre- 
sents the results of the operations of the Corporation since its incep- 
tion in 1933, (1) after the restoration (net) of capital by the United 
States Treasury in accordance with the act of March 8, 1938, and (2) ~ 
exclusive of the net charges for price-support losses to the reserve for 
the postwar price support of agriculture, and the amount recoverable 
from the Secretary of the Treasury under Public Laws 389 and 393, 
Hightieth Congress. 


DESCRIPTION OF ITEMS SHOWN ON STATEMENT OF 
INCOME AND EXPENSE 


I. INCOME AND EXPENSE—GENERAL 
Interest on loans: 


This classification includes interest accrued and collected. Interest on out- 
standing recourse loans is accrued monthly. Interest on outstanding nonrecourse 
loans is not accrued or collected periodically but is treated as income only upon 
repayment of loans. Upon the redemption of pledged collateral, the borrower 
pays interest at 3 percent on the loan plus charges paid from the date of the 
loan or advance. In the interest income account, the Corporation reflects interest 
collections at the rate of 3 percent for the period it has held a loan and at 14% 
percent for the period the loan was held by lending agencies. The 11% percent 
previously paid to lending agencies and reflected as interest purchased when 
the Commodity Credit Corporation purchases loans is credited upon collection 
against the interest purchased account and therefore is not taken up as income. 
Interest income at 3 percent is collected on cotton loans for which cotton certifi- 
cates of interest have been issued. Interest is paid at 114 percent on the cotton 
certificates of interest and is deducted from interest on loans. In addition to 
the interest collected directly by CCC, lending agencies remit to the Corporation 
half of the interest collected from borrowers when loans are repaid while held by 
such lending agencies. 
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Other interest income: 

Interest accrued at 3 percent on the amounts due in connection with the export 
of cotton to Japan and Germany represents the major portion of the amount 
under this classification. Interest on miscellaneous notes and claims is also 
included. 

Administrative mark-up not applied to general overhead expense: 

Reimbursement of administrative expenses incurred in the operation of the 
supply-program activities is accomplished by means of a mark-up included in 
invoices rendered. That portion of the mark-up that has been determined to 
be not required for administrative expense was transferred to the income of 
the Corporation from the deferred credit account. 

Other income: 

This classification includes various receipts not allocated to programs and 
income relating to the financing of purchase advances made on Cuban sugar. 
Interest on borrowings: 

This item includes the interest accrued on the interest-bearing notes held by 
the United States Treasury and on the borrowings from private lending agencies, 
mainly commercial banks, incurred in connection with certain commodity pur- 
chase programs. 

General overhead expense: 

Salaries, travel expense, supplies, custodian and agency fees, and other indirect 
expenses are included in this classification. Expenses for work performed on 
behalf of foreign governments and other Government agencies on a reimbursable 
basis, and the reimbursement therefor are reflected in the net total general over- 
head expense. 

Other expense: 
This classification includes various expenses not allocated to programs. 


If. PROGRAM GAINS AND LOSSES 


Sales of commodities: 

Sales are generally recorded by the Corporation when title passes to the pur- 
chaser, for example, as commodities are shipped or loaded for shipment. Re- 
coveries from warehousemen and carriers on inventory losses are also in this 
classification. 

Cost of sales: 

Cost of sales includes the purchase cost of commodities disposed of and re- 
lated charges for storage, handling, and transportation. Inventory adjustments 
are also included. 

Provision for producers’ equity in cotton pools: 

This deduction represents that part of the proceeds from sales of cotton pooled 
for the account of the producers that is set aside as the net amount due to par- 
ticipating producers after deducting the cost of conducting the pool. 

Adjusted gain (or loss*) on sales: 

This amount is the gain or loss on sales and includes indirect subsidy gains 
and losses resulting from sales in connection with subsidy operations. 
Direct subsidies : 

This item reflects the result of direct subsidy payments and adjustments. 


Export differential : 

This item reflects export differentials incurred on the shipment of cotton 
abroad, pursuant to section 21 of the Surplus Property Act of 1944. 
Price-support settlements: 


This loss on the price-support program represents loan settlements due to 
deterioration of the collateral and settlements with domestic sugar beet proc- 
essors who paid price support to sugar beet producers. 


Charge-offs : 

This classification includes charge-offs of loans and accounts and notes re- 
ceivable. Losses sustained in the liquidation of loan programs include in- 
stances of uninsured fire and flood losses. 

Other program costs and adjustments: 


This item includes certain program gains and losses not elsewhere classified, 
a major part of which represents adjustments to prior-year activity. 
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Net program gain (or loss*) before adjustment of reserves: 


This total reflects all of the various income and expense items incident to and 
identifiable with specific commodity and subsidy operations, as distinct from 
the more general interest income and interest and overhead expense that are not 
allocated to programs. 


Adjustment of valuation reserves: 


Under this heading are reflected the net changes in valuation reserves for the 
period of the report. 


III. NET GAIN (OR LOSS*) BEFORE ADJUSTMENT FOR PRICE-SUPPORT LOSSES 


This item represents the net gain or loss of the Corporation for the period of the 
report before charging price-support losses to the reserve for postwar price sup- 
port of agriculture and establishing the amount recoverable from the Secretary 
of Treasury under Public Laws 889 and 3938, Eightieth Congress. 


IV. ADJUSTMENT FOR PRICE-SUPPORT LOSSES 


1. Charge to Reserve for Postwar Price Support of Agriculture: 


This item reflects the net results of price-support program operations including 
realized gains and losses and adjustments of reserves for losses on loans and 
inventories. 


2. Recoverable from Secretary of Treasury Under Public Laws 389 and 393, 
Hightieth Congress: 


The Secretary of the Treasury is authorized and directed to cancel notes in an 
amount equal to the losses incurred by the Commodity Credit Corporation as the 
result of the disposition of price-support commodities under Public Laws 389 and 
393, EHightieth Congress. The amount of such losses is also reflected in the 
Statement of Financial Condition as item 6, recoverable from the Secretary of 
Treasury under Public Laws 389 and 898, Hightieth Congress. 


Vv. NET GAIN (OR LOSS*) TRANSFERRED TO SURPLUS 


This item represents the net gain or loss of the Corporation transferred to 
surplus. 


FINANCIAL CONDITION AS OF JUNE 30, 1948 


The following statement shows the financial condition of the Com- 
modity Credit Corporation at the end of the fiscal year: 


Statement of financial condition as of June 30, 1948 


ASSETS 
Cs ah ic Nh ca 2. pda a te fC aan Ty aoc a Nae RAEN IS SE $618, 506, 509. 66 
2. Loans 
Held by Commodity Credit Corpora- 
Hons Lite + sheecevietee esos $127, 088, 772. 55 
Held by lending agencies (see item 
AD) ee gs Pe ae nt wd Diges 17, 192, 720. 38 
144, 281, 492. 98 
Less: Reserve for losses_____--___ 4, 894, 300. 00 
a 139, 387, 192. 93. 
3. Commodity» inventoriesu___ 2) 2 247, 040, 829. 43 
Less: Reserve for losses______________ 25, 999, 800. 00 
————_——_-- 221, 041, 029. 43 
ApAGVancesponipurchaseGe inne! wo llega Oe te 15, 110. 85: 
5. Accounts and notes receivable________ 166, 279, 642. 55 
Less: Reserve for losses_____.________ 5, 563, 953. 28 
Sa 160, 715, 689. 27 
6. Recoverable from Secretary of Treasury 
under Public Laws 389 and 393, 80th 
(WORSROShe ee steth gut betas ae oer, isk Et! Bote ag 55, 768, 385. 81 
TCC RICO ASE ies errr ee TN ee oe 1, 498, 909. 66 
Semen Cnmsets (Net) 2 es 1, 062, 877. 86 
APACE AVE Pie EOS Es | eer ota ee eer Se WEN es eg i 738, 292. 97 


COUR ROS Clee eset ree ee Sie ES 1, 198, 068, 998. 44 


12 ANNUAL REPORTS OF DEPARTMENT OF AGRICULTURE, 1948 


; LIABILITIES 
10. Borrowings: 
From United States Treasury_---- $440, 000, 000. 00 


Moni pankste eee ae eee 36, 250, 049. 09 


$476, 250, 049. 09 
11. Obligation to purchase loans held by 


lending: agencies oo. Se oe eee 17, 192, 720. 38 
12." Trust: and. deposit, Habpitities sa. se ete ene ee ee 46, 759, 163. 80 
PBF ACCOUNTS Dey OU Cree ae ee ere ee 59, 984, 164. 73 
14° Accrued is bilities= See ee ee 11, 429, 306. 10 
15.) Other Wabilitiess a eee eee 8, 991, 590. 36 


16. Reserve for producers’ equity in cotton podis:—-_- ea Lo 
17. Reserve for postwar price support of agriculture________ 429, 754, 996. 60 
18. Capital stock held by U. S. Government___------__---__ 100, 000, 000. 00 
195» Surplus sc Gok ys See Roath Sat 1) CA Ee ee ee 47, 707, 007. 38 


Total DWiabiliites saree een eee ee ee ee ee 1, 198, 068, 998. 44 


a , 


DESCRIPTION OF ITEMS SHOWN ON STATEMENT OF 
FINANCIAL CONDITION 


ASSETS 
1. Cash: 


The cash funds of the Corporation include funds used in current operations, 
plus the unused portion of $500,000,000 received in March 1946 as a special reserve 
for postwar price support of agriculture. (For further description of this 
reserve, see item 17.) All cash is on deposit with the Treasurer of the United 
States in various accounts with the exception of (1) receipts on hand and col- 
lections-in-transit items forwarded by field offices to the Federal Reserve Banks 
but not as yet credited to the account with the Treasurer of the United States, and 
(2) cash deposited with the Federal Reserve Branch Bank at New Orleans for 
distribution of producers’ equities in liquidated cotton pools. 


2. Loans: 


Most of the loans made by the Corporation for price-Support purposes are 
nonrecourse loans to farmers and to cooperative marketing associations and are 
secured by the pledge of agricultural commodities. Loans to potato producers 
and to soybean and peanut processors are recourse loans. Some loans are made 
direct by the Corporation, but most loans are made through lending agencies, 
generally commercial banks in farm areas. The loans bear interest at 3 percent. 
The Corporation stands ready to purchase at any time any of its loans held by 
private lending agencies if the loan papers are in proper order. (See item 11, 
“Obligation to purchase loans held by lending agencies.”) Loans are reflected 
in the accounts of the Corporation at the unpaid balance, but reserves are pro- 
vided, when required, to reflect the amount of estimated losses upon disposition 
of the balances due or collateral acquired. 


38. Commodity inventories: 


Commodity inventories were acquired generally for (1) price support and (2) 
supply program purposes. The book value of inventories, with certain minor 
exceptions, represents the Corporation’s cash investment plus the accrued carry- 
ing charges on the inventories held. In its purchase operations the Corporation 
acquires full title to the commodities procured. Upon the nonpayment of loans 
the Corporation in some instances acquires full title to the pledged commodities 
forfeited and in other instances pools the loan collateral acquired for the account 
of producers. Under the pooling arrangement, producers have an equitable inter- 
est in any net proceeds from the sales of the commodities pooled. Inventory 
valuation reserves are established to reduce inventories to the estimated realiz- 


able value based on all known factors, including contemplated ultimate dis- 
position. 


4. Advances on purchases: 


The advances on purchases represent the balance of advances made on the 
1947 crop Cuban sugar. Such advances are liquidated upon delivery of sugar to 
the Corporation or its assignees. 


COMMODITY CREDIT CORPORATION 13 


5. Accounts and notes receivable: 


The major part of receivables is represented by amounts due from Government 
agencies (Hconomie Cooperation Administration, State Department, Department 
of the Army, and other appropriated funds), and under the Japanese-German 
cotton agreements. However, receivables from a wide variety of other debtors, 
including suppliers, warehousemen, processors, railroads, aS well as from pro- 
ducers whose loan collateral was found deficient, are included in this classifica- 
tion. A reserve is provided for estimated losses on accounts and notes receiy- 
able. 


6. Recoverable from Secretary of Treasury under Public Laws 389 and 393, 
Hightieth Congress: 


The Foreign Aid Act of 1947 (Public Law 889, 80th Cong., approved December 
17, 1947, Sec. 11 (e) ) authorized the disposal of price-support commodities appro- 
priate for assistance and relief to foreign countries, and in excess of domestic 
requirements, at prices equivalent to the domestic market price of a quantity 
of wheat having a caloric value equal to that of the quantity so disposed of. The 
act authorized and directed the Secretary of the Treasury to cancel notes of the 
disposing agency held by him in an amount equal to the losses sustained by the 
agency. Public Law 393, Hightieth Congress, approved December 28, 1947, limited 
the losses to be incurred under this authority to $57,500,000. Losses sustained by 
the Commodity Credit Corporation on sales made pursuant to these statutes 
have been recorded as recoverable from. the Secretary of the Treasury and will 
be offset by a cancellation of notes. 


7. Accrued assets: 


The major item in this classification represents accrued interest at 3 percent 
on the amounts due in connection with the export of cotton to Japan and Ger- 
many. This account includes the accrued interest due from borrowers, which 
the Corporation purchases from lending agencies when it acquires commodity 
loans from them. Interest is computed at 1% percent from the date the lending 
agency made the loan until the date the loan is acquired by the Commodity 
Credit Corporation. Upon the repayment of such purchased loans, the collection 
from borrowers is applied to the interest purchased. Interest is accrued on 
recourse loans to potato producers and to soybean and peanut processors. 


8. Fixed assets: 


The major fixed assets are grain bins and related equipment and the investment 
of the Corporation in the Natural Cooler Storage Facility at Atchison, Kans. 
The initial investment in the Natural Cooler Storage Facility was completely 
amortized by March 31, 1947. Subsequent acquisitions of equipment are fully 
reserved. Substantial depreciation reserves have been set up against the invest- 
ment in steel grain bins and equipment and the wooden bins have been fully 
depreciated. A tobacco storage property purchased at the value of the land is 
carried at cost. 


9. Other assets: 


Included in this group are various undistributed charges, temporary in nature, 
which await proper identification before transfer to other accounts. 


LIABILITIES 
10. Borrowings: 


Borrowings from the United States Treasury for current financing on a 
day-to-day basis are evidenced by interest-bearing notes in multiples of one 
million dollars. There were no interest-bearing notes outstanding as of June 
30, 1948. At the time the Congress provided the Corporation with a $500,000,000 
cash fund for the postwar price support of agriculture, the Corporation ex- 
changed $500,000,000 of its outstanding interest-bearing notes for noninterest- 
bearing series 14 notes. As the cash fund applicable to the reserve for post- 
war price support of agriculture is reduced, series 14 notes are retired in like 
amount. Funds borrowed from lending agencies represent money borrowed 
from commercial banks acting as agents and custodians for the Corporation in 
the wool- and peanut-purchase programs. These borrowings represent demand 
obligations guaranteed by the United States, and may be repaid by the Corpora- 
tion at any time. 
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11. Obligation to purchase loans held by lending agencies: 

This liability represents the obligation of the Corporation to purchase upon 
presentation the commodity loans held by lending agencies, and is the offset to 
the asset “Loans held by lending agencies.’ Cotton loans made by lending 
agencies, for which cotton certificates of interest evidence the liability of the 
Corporation to purchase the loans, are included in “Loans held by lending 
agencies,” and the outstanding certificates are included in this classification. 
The liability is shown in the amount of the unpaid balance of the loans. 


12. Trust and deposit liabilities : 

The principal items in this group are the advances of funds by the Department 
of the Army and cash-paying foreign governments in anticipation of the invoicing 
for deliveries of commodities. 


18. Accounts payable: 

The principal part of accounts payable represents amounts due vendors for 
commodities acquired under the supply program, payment of which is in process. 
Other items are outstanding drafts payable to producers, producers’ equities in 
liquidated cotton pools, and amounts due to several Government agencies such 
as the Department of the Army, Department of the Navy, and United States 
Treasury. 


14. Accrued liabilities : 

The principal item in this group represents storage and other carrying charges. 
accrued on commodity inventories.. Interest is accrued on cotton certificates of 
interest. Also included in this classification is an accrual of administrative 
expense 


15. Other liabilities: 

This item consists largely of unapplied receipts and deferred credits and re- 
flects collections which have not been finally distributed. All receipts of the 
several field offices are initially recorded in this account and are removed as 
proper disposition is effected. - 


16. Reserve for producers’ equity in cotton pools: 
A reserve is maintained pending liquidation of pools and reflects the producers’ 
equity in the proceeds from the sale of pooled cotton. 


17. Reserve for postwar price support of agriculture: 

This reserve was created by the First Supplemental Appropriation Rescission 
Act, 1946 (Public Law 301, 79th Cong.) approved February 18, 1946, under title I 
“Hmergency funds appropriated to the President.” This provided that “the $500,- 
000,000 made available by title II of the Second Deficiency Appropriation Act, 
1945, as a reserve for expenditure for postwar price support of agriculture shall 
be paid to the Commodity Credit Corporation and continued as a reserve fund 
for expenditure, as and when necessary, for the postwar price support of Agri- 
culture.” In accordance with this act, the $500,000,000 was paid to the Com- 
modity Credit Corporation on March 20, 1946. The first charge against the re- 
serve was made as of June 30, 1947, and represented net losses (actual and esti- 
mated) on price-support activities from January 1, 1947, through June 30, 1947. 
Subsequent charges or credits have been made on a monthly basis since that date. 


18. Capital stock held by United States Government: 
All capital stock of the Corporation in the amount of $100,000,000 is held on > 
behalf of the United States. 


19. Surplus: 

Surplus as reflected on the statement of financial condition represents the re- 
sults of the operations of the Corporation since its inception in 1933, (1) after 
the restoration (net) of capital by the United States Treasury in accordance with 
the act of March 8, 1938, and (2) exclusive of the net charges for price-support 
losses to the reserve for the postwar price support of agriculture, and the amount 
recoverable from the Secretary of the Treasury under Public Laws 389 and 398,. 
Hightieth Congress. 
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Report of the President of the Commodity Credit 
Corporation, 1949 


Unirep States DEparTMENT oF AGRICULTURE, 
Washington, D. C., October 19, 1949. 
Hon. CuHaruzs F. BRANNAN, 
Secretary of Agriculture. 
Dear Mr. Secretary: I present herewith the report of the Com- 
modity Credit Corporation for the fiscal year ended June 30, 1949. 
Sincerely yours, 
RaupH 8. Triaa, 
President, Commodity Credit Corporation. 
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The Commodity Credit Corporation was organized October 17, 
1933, with the primary objectives of protecting prices received by 
farmers and of assuring adequate supplies of food and fiber for con- 
sumers. This agency, originally incorporated under the laws of the 
State of Delaware, was managed and operated in close affiliation with 
the Reconstruction Finance Corporation up to July 1, 1939, as an 
agency of the United States. On that date, the Commodity Credit 
Corporation was transferred to and made a part of the United States 
Department of Agriculture. 

Approval of the Commodity Credit Corporation Charter Act 
(Public Law 806, 80th Cong.) on June 29, 1948, established the Cor- 
poration—effective July 1, 1948—as an agency of the United States 
under a permanent Federal charter. Public Law 85, Highty-first 
Congress, approved June 7, 1949, amended the charter act in several 
important respects. 
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COMMODITY CREDIT CORPORATION CHARTER ACT, AS 
AMENDED 


(Summary of major provisions) 
Authority 


The charter act, as amended, authorizes the Corporation to: 
(1) Support prices of agricultural commodities through loans, pur- 
chases, payments, and other operations; (2) make available materials 
and facilities required in the production and marketing of agricultural 
commodities; (8) procure agricultural commodities for sale to other 
Government agencies, foreign governments, and domestic, foreign, 
or international relief or rehabilitation agencies, and to meet domestic 
requirements; (4) remove and dispose of surplus agricultural commod- 
ities; (5) increase domestic consumption of agricultural commodities 
through development of new markets, marketing facilities, and uses; 
(6) export or cause to be exported, or aid in the development of foreign 
markets for, agricultural commodities; and (7) carry out such other 
operations as Congress may specifically authorize or provide for. 

The Corporation shall, to the maximum extent practicable, utilize 
the customary channels, facilities, and arrangements of trade and 
commerce in carrying on purchasing and selling operations (except 
sales to other Government agencies), and in conducting warehousing, 
transporting, processing, and handling operations. 

The Corporation may contract for the use of plants and facilities for 
the handling, storage, processing, servicing, and transportation of 
commodities subject to its control. The Corporation has authority 
to acquire personal property necessary to the conduct of its business. 
The Corporation also has authority to acquire real property for the 
purpose of providing storage for commodities controlled by it if 
existing privately owned storage facilities for commodities in the area 
concerned are not adequate; but no refrigerated cold-storage facilities 
may be constructed or purchased except with funds specifically pro- 
vided by Congress for that purpose. And the Corporation may rent 
or lease office space necessary for the conduct of its business. Other- 
wise, it is prohibited from acquiring real property or any interest 
therein. 

To encourage storage of grain on farms, the Corporation is directed 
to make loans available to grain producers. 

The Corporation is authorized to accept strategic and critical 
materials produced abroad in exchange for agricultural. commodities 
acquired by it. Strategic and critical materials so acquired shall, to 
the extent approved by the Munitions Board of the National Military 
Establishment, be transferred to the stock pile, and, when transferred, 
the Corporation shall be reimbursed in an amount equal to the fair 
market value of the material transferred. The Corporation also is 
authorized to acquire, hold, or dispose of strategic materials as it 
deems advisable in carrying out its functions and protecting its assets. 


Borrowing Power 


Borrowings by the Corporation (other than trust deposits and 
advances received on sales) and obligations to purchase loans held by 
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lending agencies must not exceed $4,750,000,000 at any one time. 
The Corporation is capitalized at $100,000,000, subscribed by the 
United States. Interest must be paid to the United States Treasury 
on the capital stock—and on the amount of the obligations of the 
Corporation purchased by the Secretary of the Treasury—at such 
rates as may be determined by the Secretary of the Treasury. 


Management 


Management of the Corporation is vested in a board of directors, 
subject to the general supervision and direction of the Secretary of 
Agriculture, who is an ex officio director and chairman of the board. 
The board consists of six members (in addition to the Secretary of 
Agriculture), who are appointed by the President of the United States 
by and with the advice of the Senate. 

The act, as amended, provides for an advisory board consisting of 
five members appointed by the President of the United States. 
Not more than three of the members shall belong to the same political 
party. The advisory board is required to meet at the call of the 
Secretary of Agriculture at least every 90 days. The function of 
this board, which is made up of members having broad agricultural 
and business experience, is to survey the general policies of the 
Corporation, including those connected with the purchase, storage, 
and sale of commodities, and the operation of lending and price-support 
programs. 

The Secretary of Agriculture is directed to appoint such officers 
and employees as may be necessary for the conduct of the business 
of the Corporation, define their authority and duties, delegate to them 
such of the powers vested in the Corporation as he may determine, 
require that such of them as he may designate be bonded, and fix 
the penalties therefor. 


SUMMARY OF OPERATIONS, FISCAL YEAR 1949 


The Corporation carried on three major programs during the year: 
(1) The price-support program; (2) the supply program; (3) the 
foreign-purchase program. Only minor activity was carried out 
under the commodity-export program and the program of making 
loans to the Secretary of Agriculture for conservation purposes, 
and the liquidation of commodity operations under the wartime 
subsidy program which was terminated October 31, 1947. 

The realized or actual loss resulting from all CCC operations 
during the fiscal year 1949 was $263,279,977. This loss consists 
mainly of the difference between the Corporation’s investment in 
and the amounts realized from the sale of commodities. In addition, 
provision for estimated losses on receivables due the Corporation 
and on inventories on hand, loans to producers, and other assets 
representing commodities was increased during the year $336,225,194, 
which, when added to the realized loss, amounts to $599,505,171. 
Of this sum, $429,754,997 was charged to the Reserve for Postwar 
Price Support of Agriculture, completely liquidating that reserve, 
while $471,046 was recovered from the Secretary of the Treasury 
under Public Laws 389 and 393, Eightieth Congress, leaving a net 
loss of $169,279,128 transferred to deficit. 

861240—49 
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Price-Support Program 


Federal legislation in effect during the year provided for the follow- 
ing levels of price support: 

1. Price support on 1948 crop corn, wheat, rice, peanuts, and tobacco 
was mandatory at 90 percent of the parity price. (For fire-cured 
tobacco, support was mandatory at 75 percent of the burley tobacco 
loan rate and for dark air-cured tobacco at 66% percent of the burley 
tobacco loan rate.) Price support on 1948-crop cotton was mandatory 
at 92% percent of the parity price. The foregoing commodities are 
known as ‘‘basic’”’? commodities. 

2. Support on hogs, chickens of 3% pounds and over live weight, 
eggs, milk and its products, and potatoes harvested in 1948 was 
mandatory at 90 percent of the parity price. Support on potatoes 
harvested in 1949, edible dry beans, edible dry peas, turkeys, soybeans 
for oil, flaxseed for oil, American Egyptian cotton, and sweetpotatoes 
could range from 60 percent of the parity price to not more than 
the 1948 level of support. The foregoing commodities are referred 
to as ‘‘Steagall’’? commodities. 

3. Public Law 360, Eightieth Congress, provided that prices of 
wool should be supported in 1948 at the same levels as in 1946— 
levels that would return to wool producers an average of 42.3 cents 
per pound for shorn wool, grease basis. The Agricultural Act of 
1948 (Title I) extended support at these levels through June 30, 1950. 

4, Support on “other” commodities, so as to bring the price and 
income of producers of them to a fair parity relationship with the 
basic commodities, Steagall commodities, and wool, was made per- 
missive to the extent that funds were available. Other commodities 
supported during the fiscal year 1949 included dried fruit, winter 
cover crop seed, range grass seed, alfalfa seed, barley, oats, rye, grain 
sorghums, and naval stores. 

Some commodities were supported primarily through loans, some 
through both loans and purchase agreements, and a few principally 
through direct purchases. The method of support employed depend- 
ed upon normal marketing practices and physical characteristics of 
the commodities. 

At the end of the year, the total investment of the Corporation— 
loans outstanding and the cost of commodity inventories—was nearly 
$2,373,000,000. Of this amount, loans outstanding totaled about 
$1,291,000,000, and inventories acquired under loan, purchase agree- 
ment, and direct-purchase operations had a cost value of .about 
$1,082,000,000. 

Price-support operations in four commodities accounted for the 
bulk of the loan total. These commodities, the quantities of collateral, 
and the loans outstanding were as follows: 


Commodity: Quantity Loans outstanding 
Cotton) uplandial venus Sytrhd ; (OOs DGleR takes Bo ao $609, 183, 898 
WORT 9e 7 Mt yc ee ea 345,522,475 bushels____._____-- 476, 967, 057 
sUOUACCO ai. 2 eters eee 347, 200,02 DOUNdS 20’ ee 134, 681, 590 
Wheatt it! _ AAU eVAN PES 20,986,006 bushels__._________- 40, 307, 362 
Other 64). 1b .visdgyose By ee ee one. bee oP 29, 639, 108 


Totalc:§.) 2a. © Si ape ee eee ae, eer, 1, 290, 779, 015 
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Included under ‘Other’ were loans on American Egyptian cotton, 
flaxseed, peanuts, soybeans, potatoes, barley, dry edible beans and 
peas, grain sorghums, oats, rice, rye, rosin, and turpentine. 

Items in the Corporation’s inventory as of June 30, 1949, the quan- 
tities involved, and the cost were as follows: 





Commodity: Quantity Cost 
Wiktatt. . SURF2 DER 227,1'78,163 bushelsaye — SUL) s $529, 281, 550 
Mlaxscedf ee a 817524698 ‘bushels ss, tae > 109, 725, 121 
IGittseed Cilaeee tes eo 205,835,810 pounds ya! 2. - 81, 895, 696 
Driedier rate: Se 05,155,400 OUD se ee ee cee oe 81, 328, 091 
WY OGL eeeeabe ss eee he ~) 96 02().242-nonnddac= -- ease 2 75, 704, 008 
Cian sores’ ees 13,659,380 hundredweights____ _ 37, 736, 606 
Other! Sta SSRI TeV OR - 1PRiOI01 3) ROIDIORA - FILL 166, 093, 402 

ASTON aor Big Sila era ESS RS ee eee io ee Pa ee ee ee D 1, 081, 764, 474 


Included under ‘Other’ are butter, nonfat dry milk solids, peanuts, 
soybeans, dried fruit, potato starch, barley, dry edible beans and 
peas, corn, oats, rice, rye, seeds, naval stores, and tobacco. 

In carrying on price-support operations during the year ended 
June 30, 1949, the Corporation incurred actual losses in disposing 
of inventories and similar operations amounting to $254,761,994. 
In addition, reserves for future losses on inventories on hand, loans 
to producers, and other assets representing commodities had been 
increased by $335,981,550. This increase in reserves is included in 
the loss on operations as shown in the financial statements. The major 
actual or realized losses during the year ended June 30, 1949, occurred 
on the following commodities: Potatoes, $203,917,503; peanuts, 
$23,794,910; wool, $12,707,148. Actual losses on all other com- 
modities amounted to $14,342,433. The major increases in the 
reserves for future losses made on June 30, 1949, applied to the follow- 
ing commodities: Corn, $100,130,000; wheat, $60,895,000; flaxseed, 
$44,310,300; eggs, $39,284,150; linseed oil, $35,180,000; cotton, 
$33,200,000. Increases in reserves for all other commodities amounted 
to $22,982,100. 


Supply Program 


The Corporation continued to procure large quantities of agricul- 
tural commodities during the fiscal year 1949 to meet the require- 
ments of United States Government agencies administering relief 
programs, of foreign governments, and of international relief agencies. 

Under existing legislation, the Corporation must be fully reimbursed 
for services performed, losses sustained, and operating costs incurred 
on commodities purchased or delivered to or on behalf of any other 
Government agency. Moreover, it is the policy of the Corporation 
to carry on procurement operations on behalf of foreign governments, 
international relief organizations, and others in such a way as to 
insure itself against loss. 

Section 112 (e) of the Foreign Assistance Act of 1948 (Public Law 
472, 80th Cong.) provides that surplus commodities acquired by the 
Corporation through price-support operations and determined by 
the Secretary of Agriculture to be available for use in furnishing 
assistance to foreign countries shall be used to the maximum extent 
practicable in furnishing assistance or relief to foreign countries. The 
Corporation is directed to sell such commodities at a price that will 
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effect full reimbursement, but such price is not to exceed the domestic 
market price at the time and place of delivery. 

The Corporation made a gain of $5,232,858 on supply-program 
operations, which included during the year purchases of wheat having 
a value of $692,000,000; flour and related products, $84,000,000; corn, 
$101,000,000; dried milk, $31,000,000; barley, $29,000,000; potato 
flour, $24,000,000; soybeans, $23,000,000; and grain sorghums, 
$21,000,000. 


Foreign-purchase Program 


Under its authority to “procure agricultural commodities for sale to 
other Government agencies, foreign governments, and domestic, 
foreign, or international relief or rehabilitation agencies, and to meet 
domestic requirements,” the Corporation purchased abroad during 
the fiscal year 1949 commodities having a cost of $120,625,621. 
Major items purchased included sugar at a cost of about $64,000,000; 
rice, $35,000,000; copra, $15,000,000; palm kernels, $2,000,000; sesame 
seed, $2,000,000; and rapeseed oil, $2,000,000. The Corporation made 
a gain of $48,999 on its over-all foreign purchase operations. 


PAYMENT OF SURPLUS TO UNITED STATES TREASURY 


The surplus of the Corporation as of June 30, 1948, was $47,707,007. 
This amount was adjusted upward by $1,236,003, in accordance with 
a recommendation of the Treasury Appraisal Committee, and $48,- 
943,010 was paid into the United States Treasury on June 30, 1949, 
pursuant to the Act of March 8, 1938. 


STATUS OF BORROWING AUTHORITY 


The Corporation is authorized to have borrowings outstanding at 
any one time of $4,750,000,000 to carry on its various programs. As 
of June 30, 1949, it had charges of $2,203,000,000 against its statutory 
authority to borrow. This left available a net statutory borrowing 
authority of $2,547,000,000. In addition, other current operating 
obligations of the Corporation amounted to $565,000,000, some part 
of which may be liquidated by the use of borrowing authority. 


FINANCIAL CONDITION, AS OF JUNE 30, 1949 


ASSETS 
BA Gash tf. So ann ieee 4th Sater eenrneee Serre ern maneee: $197, 041, 222. 99 
2. Loans: 
Commodity loans held by Cor- 
Doration 25 ee ee ee ee $745, 309, 762. 07 
Commodity loans held by lending 
ATONCICS + 2S ee. Ae ee Bae 524, 402, 655. 41 
1, 269, 712, 417. 48 
Less: Reserve for losses_______-- 146, 823, 000. 00 
Commodity tare (et) oa ee en eee eee 1, 122, 889, 417. 48 
Storage-facility loans held by lending agencies_____-- 1, 094. 66 
Loan to Secretary of Agriculture____._.....______-_- 7, 000, 000. 00 
3. Commodity inventories (cost) _-_ _-_- $1, 132, 531, 994. 57 


Less: Reserve for losses___-_-__-- 209, 722, 650. 00 
a 922, 809, 344. 57 
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FINANCIAL CONDITION, AS OF JUNE 30, 1949—Continued 


ASSETS—continued 


4, Commodities under contract to 


puragnase: oF) Bee Apne $30, 607, 281. 36 

Less: Reserve for losses...=----_- 10, 330, 000. 00 
( $20, 277, 281. 36 

5. Accounts and notes receivable___. 176, 917, 212. 35 

Less: Reserve for losses_______-- 5, 807, 597. 18 
we 171109, O15. 17 
RMAC CILIOU PACSOLS sate ee ye tee 3, Se ee eee 1, 638, 351. 64 
(sgetlized) assets (nets iid tei-lee 208 a big 8 oil oh Badia 487, 208. 48 
SGthenacscts.oterms 2) dower. gaba. sebtibenuaios sol 604, 770. 91 
hotalassets. — seule lz feviluet hatembes_ co hee. 2, 443, 858, 307. 26 

LIABILITIES 


9. Borrowings: 
From United States Treasury___ $1, 669, 000, 000. 00 


Brom: bankss 2o.:¢o2R ee eee 9, 352, 994. 15 
—________—__——— $1, 678, 352, 994. 15 
10. Obligation to purchase loans held by lending agencies__-_ 524, 402, 655. 41 

11. Obligation for guaranty of storage-facility loans held by 
Peter ne a CNC tet eee es ee ee ee eee 1, 094. 66 
12 tret anor coositieuliticss ee. Yee eer 71, 998, 402. 64 
ACCOUNTS DAV AIC Tee See ee tea eek Sete ren eee 91, 188, 918. 69 
Per NCUruedr aU tics + So Rae et eee ee 132, 382, 494. 75 
Pe sWeLerrecri ico mCe. = a. sere ee See eee ee 14, 408, 219. 52 
ieee) Chor liatii iicom .a ere Ne alee Beene. 2 umes 1, 403, 013. 66 
17. Reserve for producers’ equity in cotton pools_________- 245, 644. 69 
18. Capital stock held by United States Government __-_-_- 100, 000, 000. 00 
POMVCH CL eee vee See ee ee ee ee ee — 170, 515, 180. 91 
TULA CLIC s ee ese wee Oe ee eee ee 2, 4438, 858, 307. 26 


Notes on Financial Statement 


Loans RECEIVABLE 


Loans receivable represent loans held by the Commodity Credit Corporation or 
lending agencies. Additional commodity loans approved but not yet processed 
through the accounts of the Corporation totaled $21,066,598.38 as of June 30, 1949. 
Approved commitments to make or guarantee loans on storage facilities with an 
ageregate capacity of 878,801 bushels amounted to $215,782.75 as of June 30, 
1949. These commitments are not reflected in the accounts. Storage facility 
loans were not offered during the fiscal year 1948. 


CLAIMS 


Amounts due the Corporation from claims that are definitely known or can 
reasonably be established are recorded as accounts receivable. Certain claims 
incident to the ordinary course of business, such as those arising in connection 
with the day-to-day purchase, shipment, and sale of commodities, have been 
accrued. A reserve for losses is provided to cover amounts where collection is 
doubtful, as well as estimated reductions or adjustments in the liquidation of such 
claims. Claims of a doubtful character where experience indicates a high per- 
centage will be compromised are recorded in the income accounts on a receipt 
basis and are not included in the financial statement. It is estimated that such 
claims amounted to $6,875,911.56 as of June 30, 1949. 

Claims against the Corporation where the amounts are definitely known or can 
reasonably be established are recorded as accounts payable. Certain other claims 
are known to exist but are not considered valid by the Corporation and hence are 
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not included as liabilities in the financial statement. Claims in this category were 
estimated as follows: 


Claims: 
Transporation claims more than 2 years June 30, 1949 June 30, 1948 
OLGA beret sea ae ae 1 $2, 160, 797. 68 $1, 643, 720. 71 
Other. 22 eb ree ee ee 2, 005, 836. 02 2, 852, 122. 07 
Total gene. ot ener een ee 4, 166, 633. 70 4,495, 842. 78 


Includes $910,401.31 under suit. 


VALUATION RESERVES 


The amounts established in the accounts for valuation reserves against loans, 
commodity inventories, commodities under contract to purchase, and accounts 
and notes receivable reflect the estimated loss on ultimate disposition of the 
respective assets, based on estimated realizable values. Valuation reserves are 
adjusted monthly to reflect (1) revised estimates of realizable values because of 
changing market prospects and all other known factors, (2) acquisition of addi- 
tional items on which reserves are necessary, and (8) dispositions of items for which 
reserves are provided. 

Commopity INVENTORIES 


Inventories are recorded at cost, which includes storage, handling, transporta- 
tion, and accessorial expense. Because of the varied character of the many 
commodities (for example, bulk grains and processed foods) included in the 
inventory and the related trade practices in storing and handling, cost is deter- 
mined by the “first-in, first-out’? method for some commodities and by the 
“average cost”’ or “individual lot cost’? method for other commodities. In each 
case a consistent practice is followed from period to period. Inventory transac- 
tions are recorded on the basis of transfer of title. Firm contracts to purchase 
are reflected in the accounts for only those commodities on which it is estimated 
that losses will be sustained upon disposition of the inventory to be acquired. 
Sales commitments are not reflected in the accounts but are considered in the 
establishment of valuation reserves. 

Outstanding purchase agreements with producers under which commodities 
may be delivered under price-support programs are not recorded in the accounts. 
Such purchase agreements outstanding on June 30, 1949, were as follows: 


Estimated value at 


Commodity: Quantity average support price Maturity date 
1948 corn____ 199,513,979 bushels___ $275, 329, 291 September 1948. 
1949 wheat__ 44,775 bushels_____-- 84,625 April 1950. 

1949 oats_.___ 8,474 bushels_._____- 6,525 April 1950. 
275, 420, 441 


Tenders to deliver commodities under the 1948 crop purchase agreements, which 
matured prior to June 30, 1949, were received but delivery was not actually 
accomplished in a considerable number of cases. ‘These tenders may result in 
future deliveries to CCC as follows: 


Estimated value at 


Commodity: Quantity average support price 
Wiheat sso re eee 13:368,094 bushels 5.2. eee | $27, 270, 912 
Barleyts. 2: RA eee oe §,668;962 bushels2- 22252 7S 9, 795, 927 
Flaxseed. Sie So 496, 497+ bushels? _ 222 ee 2, 825, 068 
Beans. 4) Sea 238,331 hundredweights_______ 1, 949, 547 
Oates rey eee, £0.98 1,885, 6682 bushels #2 2 es 1, 244, 541 
Corn?) Soe Senne? 856/251 busitls sa 2ee" ewes 1, 181, 626 
Grain ‘sorghuni? 2 a 6,158 hundredweights________- 15, 272 
Soybeans!) 2275_ Fans 22,019 .DUSHC Se See ele eee 49, 548 
Beye J16_ 22 OS ae SUNCPONN 1505782' bushels Bor 186, 970 
Peas 22s ee et oe ae 7,310 hundredweights_______-_- 25, 585 
Riceve2 250 Nee 6,015 hundredweights________- 25, 865 


44, 570, 861 
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SURPLUS 


Surplus, as reflected on the statement of financial condition, represents the 
results of operations of the Corporation since its inception in 1933, (1) after the 
restoration (net) of capital by the United States Treasury in accordance with the 
act of March 8, 1938, as amended, (2) after net price-support losses in the amount 
of $500,000,000 have been charged to the reserve for postwar price support of 
agriculture, and (3) after the recovery of certain specified losses from the Secretary 
of the Treasury under Public Laws 389 and 393, Eightieth Congress. The 
deficit as of June 30, 1949, as determined by appraisal in accordance with act of 
March 1938, as amended, will be recovered from the United States Treasury. 


Description of Items in Statement of Financial Condition 


ASSETS 
1, Cash; 


The cash funds of the Corporation include funds used in current operations,. 
plus that portion of $500,000,000 received in March 1946 as a special reserve for 
postwar price support of agriculture which covers Series 14 notes. All cash is on 
deposit with the Treasurer of the United States in various accounts, with the 
exception of receipts on hand and collections-in-transit items forwarded by field 
offices to the Federal Reserve banks but not yet credited to the account with the 
United States Treasurer. 


2. Loans: 


Most of the loans made by the Corporation for price-support purposes are non- 
recourse loans to farmers and to cooperative marketing associations, and are 
secured by the pledge of agricultural commodities. Loans to potato producers 
and to peanut shellers are recourse loans. Some loans are made direct by the 
Corporation, but most are made through lending agencies, generally commercial 
banks in farm areas. The loans bear interest at 3 percent per year. The Cor- 
poration stands ready to purchase at any time any of its commodity loans held 
by private lending agencies, if the loan papers are in proper order. Loans secured 
by chattel or real-estate mortgages on newly constructed farm-storage facilities 
are made by approved lending agencies or direct by the Corporation. These 
loans bear interest at 4 percent and may be paid in five annual installments. The 
Corporation guarantees the loans made by lending agencies and is obligated to 
purchase such loans in default more than 12 months. Loans are reflected in the 
accounts of the Corporation as the unpaid balance, but reserves are provided. 
when required, to reflect the amount of estimated losses upon disposition of the 
balances due or collateral acquired. 


3. Commodity inventories: 


Commodity inventories were acquired generally for (1) price-support and (2) 
supply-program purposes. The book value of inventories, with certain exceptions, 
represents the Corporation’s cash investment plus the accrued carrying charges 
on the inventories held. In its purchase operations the Corporation acquires full 
title to commodities procured. Upon nonpayment of loans the Corporation in 
some instances acquires full title to the pledged commodities forfeited and in 
others pools the loan collateral acquired for the account of producers. Under the 
pooling arrangement, producers have an equitable interest in any net proceeds 
from the sales of pooled commodities. Inventory valuation reserves are estab- 
lished to reduce inventories to the estimated realizable value based on all known 
factors, including contemplated ultimate disposition. 

Tenders to deliver commodities under the 1947 crop-purchase agreements had 
not been accomplished by June 30, 1948, on 1,293 bushels of flaxseed (estimated 
value, $6,691) and on 4,116 pounds of alfalfa seed (estimated value, $823). 


4. Commodities under contract to purchase: 


Firm contracts to purchase are reflected for commodities on which it is estimated 
losses will be sustained upon disposition of the inventory to be acquired. Valuation 
reserves are established to reflect this estimated loss. 


5. Accounts and notes receivable: 


The major part of receivables is represented by amounts due from Government 
agencies (Economic Cooperation Administration, Department of the Army) and 
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other appropriated funds. However, receivables from a wide variety of other 
debtors, incluaing suppliers, warehousemen, processors, and railroads, as well as 
from producers whose loan collateral was found deficient, are included in this 
classification. A reserve is provided for estimated losses on accounts and notes 
receivable. 


6. Accrued assets: 


This item includes the accrued interest due from borrowers, which the Corpora- 
tion purchases from lending agencies when it acquires commodity loans from them. 
Interest is computed at 14% percent from the date the lending agency made the loan 
until the date the loan is acquired by CCC. Upon repayment of such purchased 
loans, the collection from borrowers is applied to the interest purchased. Interest 
is accrued on recourse loans to peanut shellers and potato producers. 


7. Fixed assets: 


The major fixed assets are grain bins and related equipment and the invest- 
ment of the Corporation in the Natural Cooler Storage Facility at Atchison, 
Kans. The initial investment in the cooler storage was completely amortized 
by March 31, 1947. Subsequent acquisitions of equipment are fully reserved. 
Substantial depreciation reserves have been set up against the investment in steel 
grain bins and equipment and the wooden bins have been fully depreciated. 
tobacco storage property purchased at the value of the land is carried at cost. 


8. Other assets: 


Included in this group are various undistributed charges, temporary in nature, 
which await proper identification before transfer to other accounts. 


LIABILITIES 
9. Borrowings: 


Borrowings from the United States Treasury for current financing on a day-to- 
day basis are evidenced by interest-bearing notes in multiples of one million 
dollars. When the Congress provided the Corporation with a $500,000,000 cash 
fund for postwar price support of agriculture, the Corporation exchanged $500,000,- 
000 of its outstanding interest-bearing notes for noninterest-bearing Series 14 notes. 
As the cash fund applicable to the reserve for postwar price support of agriculture 
is reduced, Series 14 notes are retired in like amount. Funds borrowed from lend- 
ing agencies represent money borrowed from commercial banks acting as agents 
and custodians for the Corporation in the wool and peanut purchase programs. 
These borrowings represent demand obligations guaranteed by the United States, 
and may be repaid by the Corporation at any time. 


10. Obligation to purchase loans held by lending agencies: 


This liability represents the Corporation’s obligation to purchase upon presenta- 
tion the commodity loans held by lending agencies, and is the offset to the asset 
“Loans held by lending agencies.” Cotton loans made by lending agencies, 
for which cotton certificates of interest evidence the liability of the Corporation 
to purchase the loans, are included in ‘‘Loans held by lending agencies,”’ and the out- 
standing certificates are included in this classification. The liability is shown as 
the unpaid balance of the loans. 


11. Obligation for guarantee of storage facility loans held by lending agencies: 


This item represents the principal amount of the storage facility loans guaranteed 
by the Corporation. 


12. Trust and deposit liabilities: 


The principal items in this group are the advances of funds by the Department 
of the Army, international welfare and relief organizations, and cash-paying 
foreign governments in anticipation of the invoicing for deliveries of commodities. 


13. Accounts payable: 


The principal part of accounts payable represents amounts due vendors for 
commodities which have been acquired under the supply program, payment of 
which is in process, and outstanding drafts payable to producers under the price- 
support program. Collections due holders of cotton certificates of interest and 
producers’ equities in liquidated cotton pools are also included. 
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14. Accrued liabilities: 


The principal item in this group represents storage and other carrying charges 
accrued on commodity inventories. Obligations under certain contracts to 
purchase commodities and the estimated liability to producers for purchase 
agreement deliveries in process of settlement are accrued for financial statement 
purposes. Also inzluded in this classification is an accrual of administrative 
expense. Interest is accrued on cotton certificates of interest to be repaid in the 
subsequent month. 


15. Deferred income: 


Recovery of administrative expenses incurred in the operation of the supply 
program activities is accomplished by means of a mark-up included in invoices 
rendered. ‘This item represents the balance of the mark-up available for reim- 
bursement of supply program administrative expense. The estimated recovery 
by the Corporation for losses on sales contracts of Mexican canned meat has been 
established as a deferred credit which will offset such subsequent losses reflected 
by the difference between sales and cost of sales. 


16. Other liabilities: 


This item consists largely of unapplied receipts which are initially recorded in 
this account and are removed as proper disposition is effected. Also included are 
deferred credits in connection with the cotton program. 

17. Reserve for producers’ equity in cotton pools: 

A reserve is maintained pending liquidation of pools and reflects the producers 
equity in the proceeds from the sale of pooled cotton. 
18. Capital stock held by United States Government: 

All capital stock of the Corporation, in the amount of $100,000,000, is held on 
behalf of the United States. 
19. Surplus or deficit: 

Surplus represents the results of operations of the Corporation since its inception 
in 19338, (1) after the restoration (net) of capital by the United States Treasury in 
accordance with the act of March 8, 1938, as amended, (2) after net price support 
losses in the amount of $500,000,000 have been charged to the reserve for postwar 
price support of agriculture, and (3) after the recovery of certain specified losses 
from the Secretary of the Treasury under Public Laws 389 an 393, Eightieth 
Congress. The deficit on June 30, 1949, as determined by appraisal in accordance 
with the act of March 8, 1938, as amended, will be recovered from the United 
States Treasury. 


INCOME AND EXPENSE, FISCAL YEAR 1949 


I. Income and expense—general: 


1. Income: 
(a) Interest on loans__-_--- $5, 336, 886. 61 
(b) Other interest income - 958, 868. 98 


(c) Administrative mark- 
up not applied to 
general overhead ex- 


DENS sates. tae SS TMH T Se S01 16 
(d) Other income_-_ = ____- 222, 070.37 
(e) Lotalineome... fee eee ee ee $8, 136, 627. 12 
2. Expense: 
(a) Interest expense --_.--_-_- — $8, 881, 155. 78 
(b) General overhead ex- 
pense (net)__-..---- —14, 762, 323. 80 
(c) Other expense_____--- — 12, 224. 57 





— 23, 655, 704. 15 
ee —e eee 


Net income (or 
expense) CeENCralee esse ae oe — 15, 519, 077. 03 
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INCOME AND EXPENSE, FISCAL YEAR 1949—Continued 


II. Program gains and losses: 
1. Purchase and sales opera- 
tions: 
(a) Sales of commodities__ 


(b) Cost of sales 
(c) Net gain (or loss) on 
sales 
(d) Provision for producers’ 
equity in cotton pools 
(e) Recovery of loss on sale 
of Mexican canned 


(f) Adjusted gain (or 
loss) on sales 
2. Direct losses: 
(a) Direct subsidies 


(b) Price-support — settle- 
INGNUGS 25, ee aks eed 
(c) Export differential _ __- 


(d) Total direct losses 

3. Charge-offs: 
(a) Loans (net) 
(b) Accounts, notes receiv- 
able, and other 


(c) Total charge-offs__ 

4, Other program costs and ad- 
justments: 

Ge MSE ERG Sy pareeites eS ara ne oe? 

UO) POSER Rane pee meres eee 

(c) Net other program 


costs and adjust- 

, ments 

(d) Net program gain (or 

loss) before adjust- 

ment of reserves 

5. Adjustment of valuation re- 
serves: 

(a) Reserve for losses on 

loatis ser a ce 

(b) Reserve for losses on 

commodity  inven- 

TOTies eee ee 

(c) Reserve for losses on 

commodities under 

. contract to purchase_ 

(d) Reserve for losses on 

accounts and notes 

réeceivablessc. a2 2a 2 

(e) Total adjustment 

of reserves 


Net program gain 
(or loss) 


$1, 769, 923, 393. 20 


—2 020, 398, 514. 48 


— $250, 475, 121. 28 
— 245, 689. 82 


ae me = me we ee ee ee 


6, 149, 488. 19 


1G): STR REY FREI — 244, 571, 322. 91 


$2, 254, 980. 


—4, 706, 599. 
60, 632. 


eniCacibenechaotats — 2, 390, 986. 56 
— $369, 047. 
— 136, 649. 


— 508, 696. 15 


$4, 062, 858. 
—4, 352, 752. 


— 289, 894. 28 


— 247, 760, 899. 90 


— $141, 928, 700. 00 


— 183, 722, 850. 00 
—10, 330, 000. 00 


— 243, 643. 90 


— 336, 225, 193. 90 


—- ee ee ee one ee ee eK ee Ke 


— 583, 986, 093. 80 
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INCOME AND EXPENSE, FISCAL YEAR 1949—Continued 


III. Net gain (or loss) before adjustment 
tor Dnecsupporidossesucive o. fa sini ee dyson yetl — $599, 505, 170. 83 
IV. Adjustment for price-support losses: 
1. Charge to reserve for postwar 
price support of agricul- 
hres VOL OTA Udi SoAaite $429, 754, 996. 60 
2. Recoverable from Secretary 
of Treasury under Public 
Laws 389 and 393, 80th 
(ZOU OT CRS Bach One ree 471, 046. 30 


Total adjustment for 
price-support’ losses_ P22 22) _ Oe Soe ee 430, 226, 042. 90 
V. Net gain (or loss) transferred to sur- ae 
Bluse sweeer 1. ar Opti Osu os alert ne ok - Weed en — 169, 279, 127. 93 


Description of Items in Statement of Income and Expense 


I. INCOME AND EXPENSE—GENERAL 


1 (a). Interest on loans: 


This classification includes interest accrued and collected on commodity loans. 
Interest on outstanding recourse loans is accrued. Interest on outstanding nonrecourse 
loans is not accrued or collected periodically but is treated as income only upon 
repayment of loans. Upon the redemption of pledged collateral, the borrower 
pays interest at 3 percent on the loan plus charges paid from the date of the loan 
or advance. In the interest income account, the Corporation reflects interest 
collections at the rate of 3 percent for the period it has held a loan and at 1% 
percent for the period the loan was held by lending agencies. The 1% percent 
previously paid to lending agencies, and reflected as interest purchased when the 
Corporation purchases loans is credited upon collection against the interest-pur- 
chased account and therefore is not taken up as income. Interest income at 3 
percent is collected on cotton loans for which cotton certificates of interest have 
been issued. Interest is paid at 14% percent on the cotton certificates of interest 
and is deducted from interest on loans. In addition to the interest collected 
directly by CCC, lending agencies remit to the Corporation half of the interest 
collected from borrowers when loans are repaid while held by such lending agencies 


1 (b). Other interest income: 


Interest accrued at 3 percent on the amounts due and collected in connection 
with the export of cotton to Japan and Germany represents the major portion of 
the amount under this classification. Interest on miscellaneous notes and claims 
is also included. 


1 (c). Administrative mark-up not applied to general overhead expense: 


Reimbursement of administrative expenses incurred in the operation of the 
supply-program activities is accomplished by means of a mark-up included in 
invoices rendered. That portion of the mark-up which has been determined to 
be not required for administrative expense was transferred to the income of the 
Corporation from the deferred credit account. 


1 (d). Other income: 
This classification includes various receipts which are not allocated to programs. 


2 (a). Interest expense: 


Interest due the United States Treasury on the capital stock of the Corporation 
is accrued monthly and is payable on June 30 each year. This item also includes 
the interest accrued on interest-bearing notes held by the United States Treasury 
and on borrowings from private lending agencies, mainly commercial banks, 
incurred in connection with certain commodity-purchase programs. 
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2 (b). General overhead expénse: 

Salaries, travel expense, supplies, custodian and agency fore and other indirect 
expenses are included. Expense for work performed on behalf of foreign govern- 
ments and other Government agencies on a reimbursable basis, and the reim- 
bursement therefor are reflected in the net total. 

2 (c). Other expense: 
This classification includes various expenses which are not allocated to programs. 


II. PrRocramM GAINS AND LOSSES 


1 (a). Sales of commodities: 

Sales are generally recorded by the Corporation when title passes to the pur- 
chaser; for example, as commodities are shipped or loaded for shipment. Recov- 
eries from warehousemen and carriers on inventory losses are also in this 
classification. 

1 (b). Cost of sales: 

Cost of sales includes the purchase cost of commodities disposed of and related 
charges for storage, handling, and transportation. Inventory adjustments are 
also included. 

1 (c). Net gain or loss on sales: 
This amount is the gain or loss on sales. 


1 (d). Provision for producers’ equity in cotton pools: 

This deduction represents that part of the proceeds from sales of cotton pooled 
for the account of the producers which is set aside as the net amount due to par- 
ticipating producers after deducting the cost of conducting the pool. 

1 (e). Recovery of loss on sale of Mexican canned meat: ’ 

The net losses on the sale of Mexican canned meat transferred to the Corporation 
for disposition are recovered by payments from the Bureau of Animal Industry 
under appropriated funds and are not chargeable to the Corporation. 

2 (a). Direct subsidies: 
This item reflects the result of direct subsidy payments and adjustments. 


2 (b). Price-support settlements: 

This loss on the price-support program represents loan settlements due to deteri- 
oration of the collateral and settlements with domestic sugar beet processors who 
paid price support to sugar beet producers. 


2 (c). Export differential: 

This program is in liquidation and the results largely represent adjustments to 
former year costs. 
3. Charge-offs: 


This classification includes charge-offs of loans and accounts and notes receiv- 
able. Losses sustained in the liquidation of loan programs include instances of 
uninsured fire and flood losses. 


4, Other program costs and adjustments: 


This item includes certain program gains and losses not elsewhere classified, a 
portion of which represents adjustments to prior-year activity. 


4 (d). Net program gain or loss before adjustment of reserves: 

This total reflects all the various income and expense items which are incident 
to and identifiable with specific commodity and subsidy programs, as distinct from 
the more general interest income and interest and overhead expense that are not 
allocated to programs. 


5. Adjustment of valuation reserves: 

Under this heading are reflected the net changes in valuation reserves for the 
period of the report. Losses are not charged directly against valuation reserves 
but are reflected in the statement of income and expense in gain or loss on sales 
and charge-offs. 
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The amount established in the accounts for valuation reserves against loans, 
commodity inventories, commodities under contract to purchase, and accounts 
and notes receivable reflects the estimated loss on ultimate disposition of the 
respective assets, based on estimated realizable values. Valuation reserves are 
adjusted monthly to reflect (1) revised estimates of realizable values due to 
changing market prospects and all other known factors, (2) acquisition of addi- 


tional items on which reserves are necessary, and (3) disposition of items for which 
reserves are provided. 


III. Net Garin or Loss BEFORE ADJUSTMENT FOR PRICE-SuPPoRT LOSSES 


This represents the Corporation’s net gain or loss for the period of the report 
before charging price-support losses to the reserve for postwar price support of 
agriculture and establishing the amount recovered from the Secretary of the 
Treasury under Public Laws 389 and 393, Eightieth Congress. 


IV. ApdsJUSTMENT FOR PRicE-Support LOSSES 


1. Charge to Reserve for Postwar Price Support of Agriculture: 


This item reflects the net results of price-support program operations including 
realized gains and losses and adjustment of reserves for losses on loans and inven- 
tories charged to the Reserve. 


2. Recoverable from Secretary of Treasury under Public Laws 389 and 3938, 
Hightieth Congress: 

The Secretary of the Treasury was authorized and directed to cancel notes in an 
amount equal to the losses incurred by the Corporation as the result of the dis- 
position of price-support commodities under Public Laws 389 and 393, Hightieth 
Congress. 

Final determination of these losses was made during October 1948 and the 


Secretary of the Treasury cancelled notes of the Corporation in the amount of 
$56,239,432.11. 


be V..Netr Gain or Loss TRANSFERRED TO SURPLUS 


This item represents the Corporation’s net gain or loss transferred to surplus. 


U.S. GOVERNMENT PRINTING OFFICE: 1949 
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